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I. Introduction

Q1 Please state your name.

A1l Steve Brown.

Q2 Where do you work and what is your job
title?

A 2 I am an Economist in the Consumer Advocate
and Protection Division, Office of the
Attorney General.

Q 3 What are your responsibilities as an
Economist?

A3 I review companies' petitions for rate
changes and follow the economic conditions
that affect the companies.

Q 4 What experience do you have regarding
utilities?

A 4 In 1995 I began work as an economist in

the Consumer Advocate and Protection
Division (CAPD) of the Attorney General’s
Office. I have also appeared as a witness
for CAPD in several cases before the
Tennessee Regulatory Authority (TRA). From
1986 to 1995 I was employed by the Iowa
Utilities Board as Chief of the Bureau of
Energy Efficiency, Auditing and Research,

CAPD Witness Brown - Direct Docket 04-00034
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Page 2 of 124
and Utility Specialist and State Liaison
Officer to the U.S. Nuclear Regulatory
Commission. From 1984 to 1986 I worked for
Houston Lighting & Power as Supervisor of
Rate Design. From 1982 to 1984 I worked
for Arizona Electric Power Cooperative as
a Rate Analyst. From 1979 to 1982 I worked
for Tri-State Generation and Transmission
Association as Power Requirements
Supervisor and Rate Specialist. Since 1979
my work spanned many issues including cost
of service studies, rate design issues,
telecommunications issues and matters
related to the disposal of nuclear waste.

What is your educational background?

I have an M.S. in Regulatory Economics
from the University of Wyoming, an M.A.
and Ph.D. in International Relations with
a specialty in International Economics
from the University of Denver, and a B.A.
from Colorado State University.

Dr. Brown, have you authored any articles
relating to your profession?

Yes, my articles have appeared in Public
Utilities Fortnightly.

Are you and have you been a member of any
professional organizations, Dr. Brown?

CAPD Witness Brown - Direct Docket 04-00034
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Page 3 of 124
Yes, I am a past member of the NARUC Staff
Committee on Management Analysis, a past
trustee of and a member of the Board for
the Automatic Meter Reading Association,
and a current member of the National
Association of Business Economists.

Have you studied mathematics and
statistics as part of your education?

Yes.

Dr. Brown, do you use mathematics and
statistics in combination with economics
as part of your profession?

Yes.

What were you asked to do with respect to
this case?

I was asked to form opinions on: 1) the
appropriate comparable companies which are
the basis for setting prices that
Chattanooga’s ratepayers will bear as a
result of this case; 2) the capital
structure and the components of the
capital structure used to determine prices
for natural gas consumers in Chattanooga;
3) the effect of AGL Resources’ Holding
Company, which is a registered holding
company bound by the Federal Public
Utility Holding Company Act (PUHCA), on
the economic conditions presented in this
CAPD Witness Brown - Direct Docket 04-00034
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Page 4 of 124
case by AGL’s wholly-owned subsidiary
Chattanooga Gas Company (CGC); 4) whether
AGL Resources’ Holding Company is in
compliance PUHCA; 5) the cost-of-capital
which includes determining the appropriate
capital structure, the appropriate market-
based common equity return, the cost of
long-term-debt, the cost of short-term-
debt; and 6) to assist in the evaluation '
of testimony offered by other witnesses in
this docket.

—
=~
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Please provide a summary of your testimony.

My testimony is in two parts: public testimony
and confidential testimony. The confidential
testimony is filed separately. In my public
testimony I give several opinions that I formed
by comparing the financial information the
company filed in this case with financial
information available in the public records of
the TRA, the United States Securities and
Exchange Commission (SEC), and the Virginia
State Corporation Commission (VSCC). The public
records of the Georgia Public Service
Commission (GPSC), which regulates AGL
Resources in Georgia, do not have the same
degree of internet access provided by the SEC
and VSCC. Thus the GPSC’s public records were
not a source for my opinions.

CAPD Witness Brown - Direct. Docket 04-00034
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Page 5 of 124

In late 2000 AGL Resources became a registered
public utility holding company, and therefore
became subject to the SEC’s extensive filing
requirements for companies subject the Public
Utility Holding Company Act (PUHCA). The change
in regulatory status was triggered when AGL
Resources purchased Virginia Natural Gas (VNG),
a natural gas distribution company in Virginia.
At the same time CGC became a direct operating
subsidiary of the parent holding company. This
was a substantial change from the earlier
corporate relationships where AGL Resources had
been a holding company exempted from PUHCA
regulation and where CGC operated as a
subsidiary of Atlanta Gas Light. The change in
corporate organization allowed CGC to take part
in substantial business transactions with non-
utility subsidiaries of the holding company.

Because of the change in corporate
organization, I examined the public records of
the TRA, the SEC and the VSCC as a means to
verify the information presented by CGC and AGL
Resources 1in this rate case.

The information in the public records of the
SEC, VSCC and the TRA, as well as the SEC’s
rules, has led to the several opinions in my
testimony. '

CAPD Witness Brown - Direct Docket 04-00034
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Page 6 of 124
1. AGL Resources’ financial reporting
procedures are inaccurate with respect to the
equity return of CGC. Thus, there is no good
reason to accept CGC’s assertion that its
current and projected equity return is low
enough to justify a rate increase. The
inaccurate financial reporting of equity
returns is proven by AGL Resources filings with
the SEC, the VSCC and the TRA. From September
2002 to December 2003 CGC’s equity return
declined by 2.48% and VNG’s equity return
increased by 2.65%. This abrupt and large
reversal of equity returns prompted me to
examine AGL’s public records in detail.

For the twelve-month period ending September
2002 CGC’'s actual return for on equity was
10.53% and VNG’s actual equity return 8.73%. By
December 2003 CGC’s actual equity return
declined to 8.05%, and AGL Resources
subsequently filed a rate case in Tennessee.
From September 2002 to May 2003 VNG’s equity
return improved from 8.73% to 10.9%, but at the
same time VNG’s cash flow declined by $2
million. By December 2003 VNG’s actual equity
return improved to 11.38%, but at the same time
there was no improvement in VNG’s cash flow and
no change 1in VNG’s capital structure. For cash
flow to decline by $2 million while the equity
return improves by 2.65% is unlikely.

CAPD Witness Brown - Direct Docket 04-00034
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Page 7 of 124
As a result of AGL Resources’ procedures, CGC
and VNG quickly traded places in the
profitability ranking of AGL Resources’
distribution subsidiaries. Also, where a low
return in Tennessee caused AGL resources to
file a rate case, a low equity return did not
cause a rate-case filing in Virginia. Other
specific details supporting my opinion, that
AGL’s financial procedures are inaccurate with
respect to the actual profitability of its
regulated subsidiaries CGC and VNG, are
provided in Section V, page 29 of my testimony.

2. In 2003 AGL Resources engaged in a purely
discretionary activity through its subsidiary,
Sequent, to manage CGC’s “idle” assets where
such discretionary activity occurred in
Tennessee under the provisions of a tariff
known as the Interruptible Margin Credit Rider
(IMCR) . In 2003 the IMCR tariff allowed
profits from the “idle” capacity transactions
to be split equally between Sequent and CGC.
According to public documents filed by AGL
Resources with the TRA on February 27, 2004,
Sequent and CGC shared profits of approximately
$2.4 million, thus Sequent received a
management fee of approximately $1.2 million
for putting CGC’s “idle” assets to work in
2003.

CAPD Witness Brown - Direct. Docket 04-00034
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Transactions between Sequent and all of its gas
distribution subsidiaries appear in the SEC’s
U-9C-3, a public record which summarizes
transactions between a holding company’s
subsidiaries and which is filed quarterly with
the SEC by AGL Resources. According to the U-
9C-3, Sequent manages the idle assets of each
gas distribution subsidiary. Sequent’s fee in
2003 for managing CGC’'s idle assets was not
limited to $1.2 million. Additional amounts of
“direct costs” were charged to CGC by Sequent
for Sequent’s management of CGC’'s “idle”
assets. The amounts were redacted from the
SEC’s public records but are revealed in my
confidential testimony.

The presence of additional “direct costs” in
the SEC’s public records puts the IMCR tariff
and Sequent’s idle-asset-management in a new
light. If those redacted amounts exceed $1.2
million (CGC’s share of the profits from
Sequent’s management of CGC’s “idle” capacity)
then the IMCR tariff has created a net loss for
CGC, lowering its income and equity return. If
there 1s such a loss, then AGL Resources’
discretionary activity (carried out through
Sequent and the IMCR tariff) is contributing to
AGL Resources’ perceived need to increase CGC’s
rates. If Sequent’s transactions have imposed
economic loss on CGC and thus created a
financial need for a rate increase to CGC’s
consumers, then AGL Resources is not complying
with PUHCA. Details supporting my opinion are
in Section VI, page 55 of my testimony.

CAPD Witness Brown - Direct Docket 04-00034
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Page 9 of 124
3. The usual way for the holding company to
transfer profit from the subsidiary is by the
subsidiary paying dividends to the parent.
However, the SEC’s records show that the
holding company is transferring profit from the
subsidiary by retaining operating expense
credits at the parent rather than distributing
them to the subsidiary, thus preventing the
subsidiary’s operating expenses from declining
and consequently making CGC’s equity return
lower than it would be otherwise.

SEC form U-13-60 is a record of the billings
between the parent and the subsidiary. I
examined AGL’s U-13-60 for years 2002 and 2003
and discovered that the parent company had a
negative cost or credit of approximately $8.2
million in the parent company’s indirect cost
category in 2003. The total costs billed to the
subsidiaries barely changed from 2002 to 2003.
The U-13-60 shows that AGL Services Company’s
total billing to CGC for 2003 was $6.391
million and for 2002 the amount was $6.068
million. These figures match the annual shared
services operating expenses 1in CGC’s TRA form
303 for 2002 and 2003, therefore, CGC did not
share in the $8.2 million credited to the
parent. In my opinion there is no good reason
to accept CGC’s assertion that its current and
projected equity return is confiscatory while
at the same time the parent company retains
$8.2 million of operating expense credits that
should be distributed to the subsidiaries.

CAPD Witness Brown - Direct Docket 04-00034
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The U-13-60 tables are shown below and
discussed in Section VI of my testimony.

AGL Resources SEC Form U-13-60 Filed May 2003 AGL Resources SEC Form U-13-60 Filed May & 2004 ]
For the Year Endad December 31 2002 For the Year Ended December 31 2003 Negative Entry
ANALTSIS OF BILUNG AMALYSIS OF BILLING In 2003
ASSOCIATE COMPANIES ASSOCIATE COMPANIES
ACCOUNT 457 ACCOUNT 457 !
NAME OF ASSOCIATE DIRECT INDIRECT | COMPENS TOTAL NAME OF ASSOCIATE DIRECT INDIRECT/ COMPENS TOTAL
COMPANY COSTS COSTS _|ATION FOR!  AMOUNT COMPANY COSTS COSTS [ |ATION FOR]  AMOUNT
457-1 457-2 457 3 " 4571 457-2 [ 457-3 "
v
AGL Resources Inc 860 069 336 380 0 1196 449 AGL Resources Inc 4 657 610 -8,136,765 - -3479 155
Atlanta Gas Light Company 65727 080| 39437252 | 1490702 | 106 655 034 Atlanta Gas Light Company 50430737 54241138 1352780 106 024,656
Chattanooga Gas Company 3520968 | 2459340 88 300 6 068 608 Chattanooga Gas Company 3 402 886 2916541 71899 6391326
Virginia Natural Gas, Inc 6722911 9 365 947 362 157 16 451 015 Virgima Natural Gas, Inc 4.450,523 13050512 298 055 17 800 090
Saquent Energy Management, 1060243 | 1031212 53535 2144901 Sequent Energy Management 3109 861 2097 161 103 959 5310 981
LP- Corp LP- Corp
AGL Capital Corporation 35 189 20213 1875 57 078 AGL Capnal Corporation 93 683 20 462 1,930 116 075
AGL Capital Trust 22 630 112125 11268 146 024 AGL Capital Trust 20218 91814 8561 120593
AGL Capital Trust It - 207 070 22167 229237 AGL Capltal Trust Il 1400 167776 16971 186 148
AGL Energy Corporation 18 002 1476 15 19 493 AGL Energy Corporation 14 070 250 19 14 338
AGL Investments, Inc 692 346 49 366 1432 743 144 AGL Investments, Inc 107 889 35 404 1680 144 973
AGL Networks LLC 870371 353 340 13 943 1237 655 AGL Networks, LLC 1824 567 574 802 24 229 2423598
AGL Peaking Services Inc 952 5628 583 7164 AGL Peaking Services Inc 34 4487 418 4 840
AGL Propane Services, Inc 77,149 63 729 4724 145 602 AGL Propane Services Inc 292 680 44 375 3532 340 587
AGL Rome Holidings Inc 547 1595 151 2294 AGL Rome Holdings, Inc 9 1205 109 1324
Customer Care Services 5085 5488 456 11029 Customer Care Services 1348 7 801 708 3857
Company Company
Georgia Natural Gas C ) 199 539 91 081 8544 299 164 Georgia Natural Gas Company 354 444 80 471 7987 4420902
Global Energy Resources - 1269 141 1410 Global Energy Resources 298 452 44 794
fnsurance Corporation Insurance Corporation
Southeastern LNG, inc 53 016 3015 321 55351 Southeastern LNG, Inc 42 937 3422 357 48717
Trustees Investment Inc 48 128 27 184 1319 76928 Trustees Investment Inc 26 151 26 395 1061
Others- Not Shawn Others- Not Shawn
TOTAL 79,933 762} 53,574 111 | 2,061,518 | 135,569,391 TOTAL 68 835,848 65,227,703 1,895,300 135,958 851

4. AGL Resources and CGC substantially
overstate the total cost of debt in this rate
case. The company proposes a total debt cost of
6.65%, where “total debt” represents all forms
of debt in this rate case - short-term debt,
long-term debt, and preferred stock. AGL
Resources actual total cost of debt was just
6.09% in 2002. AGL Resources expected its total
cost of debt to be just 6% by the end of 2003
and just 5.5% by the end of 2004. Supporting
details on the cost of short-term debt and
preferred stock are provided in Sections VII
and VIII of my testimony.

CAPD Witness Brown - Direct: Docke_t 04-00034
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Page 11 of 124
5. AGL Resources and CGC substantially
understate the company’s expected reliance on
short-term debt. On January 26 the company
filed a proposed capital structure with a
short-term debt ratio of 4.3%. In contrast, AGL
Resources has capitalized its operating
subsidiary in Virginia with an 18% short-term
ratio in two different financing cases before
the VSCC. To the extent that short-term debt is
the least costly form of debt in the capital
structure, CGC’s proposed 4.3% short-term ratio
would substantially raise prices for CGC’s
ratepayers. In March 2004, the parent company
petitioned the SEC to approve CGC’s issuance of
$250 million in short-term debt via another
subsidiary with the holding company. The
petition confirms that CGC’s reliance on short-
term debt will be much higher than the 4.3%
ratio the company filed in this case. Section
IV, page 19 of ﬁy testimony provides details.

6. Section VIII of my testimony shows that AGL
Resources singles out CGC to bear the burden of
very-high cost preferred stock, despite AGL
Resources choosing not to allocate preferred
stock to VNG even though AGL Resources has been
through two different financing cases in
Virginia. When one subsidiary's rates
incorporate preferred stock while the other’s
does not, the parent is shifting costs between
its subsidiaries through its rate-case by
selectively choosing the subsidiary to bear the
cost.

CAPD Witness Brown - Direct Docket 04-00034
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7. In my opinion the understatement of CGC’s
expected reliance on short-term debt and the
arbitrary assignment of preferred stock to CGC
but not VNG, prove that CGC’s proposed capital
structure is arbitrary. My opinion is further
supported by the capital structure of the
comparable companies. Taken as a whole over
three reporting years of 2001, 2002, and 2003,
the comparable companies have a capital
structure of 12.9% short-term debt, 42.5%
common equity, and 44.6% long-term debt. In
addition, my capital structure is similar to
AGL Resources actual capital structure, while
CGC’s proposed capital structure is quite
different than 1ts parent’s. Capital structure
is discussed in my testimony at Section IV.

8. My equity ratio is derived by including
short-term debt in the calculation of the
equity ratio. In its rate-case petition the
company calculates equity ratios by excluding
short-term debt from the calculation, but this
contradicts of the company’s position in its
SEC filing of March 2004, which I have already
described. In that filing AGL Resources agrees
to use short-term debt in the calculation of
the equity ratio.

CAPD Witness Brown - Direct Docket 04-00034
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9. My capital structure’s source is the United
States’ Securities and Exchange Commission’s
database, commonly known as “Edgar,” which is
publicly available over the Internet. More
specifically, the capital structure is taken
from each comparable company’s SEC form 10-K
for each comparable company’s most recent
fiscal year. Each form 10-K has the benefit of
being audited. I use the SEC’s data as a means
of building in accountability and objectivity
into the capital structure.

In contrast, the company’s capital structure is
derived from a publication named Value Line,
which disclaims responsibility: “THE PUBLISHER
IS NOT RESPONSIBLE FOR ANY ERRORS OR OMMISSIONS
HEREIN [Value Line’s emphasis].”

10. It is my opinion that the company’s capital
structure is 42.5% e&uity, 12.9% short-term
debt, 44.6% long-term debt, and 0.0% preferred
stock. In my opinion the cost of equity is
8.35%; the cost of short-term debt is 1.26%;
the cost of long-term debt is 6.74%.. The
company’s overall cost of capital is 6.72%,
well below the overall return of 8.84% proposed
by the company. My equity cost of 8.35% is well
below the equity cost of 11.25% proposed by the
company. My overall cost of debt, including
short and long-term, is 5.51%, well below the
company’s proposed total debt cost of 6.65%.

CAPD Watness Brown - Direct Docket 04-00034




O 00~ N b R W

O e e N
X 1 N N bW N = O

19
20
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11. As part of its rate case, the company
suggests that it needs a rate increase because
there has been no increase since 1995. This
argument has no economic merit because a
utility’s economic viability 1s not measured by
its prices but by its rate of return. That CGC
has waited until 2004 to request a rate
increase means that CGC believes it earned a
satisfactory return for several years. The
absence of a rate increase since 1995 does not
mean that consumers have paid less than fair
prices for CGC’'s services or that consumers
have somehow underpaid for the benefit they
receive from CGC’s gas service. Paragraphs 5
and 6 of CGC’s rate case petition show the
company’s reliance on the rate of return as the
justification for a rate increase.

during the attrition period (the 12 months ending June 30, 2005), Chattanooga Gas
13 projected to earn net operating income of $5,687,380 on a rate base of
$95,564,212, which results in an overall rate of return of 5.95%. Such a return 1s
not fair and reasonable and 1s confiscatory. Without rate relief, Chattanocoga Gas

will incur a deficiency during the attrition period of approximately $4.6 million.

opportumity to alleviate the projected deficit of approximately $4.6 million and to

achieve an overall rate of return of 8.84% and a return on equity of 11.25%.

5. As shown on Exhibit MJM-1 to this Petition, using current rates

6. Chattanooga Gas proposes rates that will allow it a reasonable

CAPD Witness Brown - Direct. Docket 04-00034
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IZI.

Comparable Companies

Q 12.

Q 13.

What purpose do “comparable companies” serve in

- the regulatory setting of prices?

The “comparable companies” principle 1is a
long-standing regulatory tool which has
the effect of establishing utility equity
costs and ultimately the prices borne by
consumers. The principle entails the
selection of natural gas companies to
stand in as substitutes for CGC or its
parent, AGL Resources, so that prices are
based the economic behavior of comparable
companies.

What comparable companies has CGC’s cost-
of-capital witness, Dr. Morin, chosen to
use in this case?

Dr. Morin has not explicitly identified
comparable companies. .

For example, in his exhibit RAM-2 he lists
15 natural gas companies, 33 gas-electric
combination companies and 66 electric
power companies. The list of 15 natural
gas companies is repeated in Dr. Morin’s
exhibit RAM-9.

CAPD Witness Brown - Direct Docket 04-00034




O w0 ~3 &N U B W

—
[}

| T NG e S e T R T o
—_— O 0 00 N N R W~

14.

_14.

Page 16 of 124
In your opinion, which companies form the
basis of his recommended rate of return in
this case?

In my opinion the 15 natural gas companies
are the basis of his recommended rate of
return. I have that opinion because in his
testimony at page 4 lines 15-16, Dr. Morin
testifies, “My recommended rate of return
is also predicated on a capital structure
consisting of 49%.” Dr. Morin provides
capital structures for the 15 natural gas
companies appearing in his exhibit RAM-9,
but he provides no capital structure for
the 99 other companies. Thus they are not
a basis for his return. -

In my opinion none of electric companies
and none of the combination companies are
comparable to either CGC or AGL Resources.
However, any dispute over their
comparability has already been resolved by
Dr. Morin. He predicates his return on a
capital structure derived from the 15
natural gas companies, but at the same
time he does not provide capital
structures for the companies listed in his
“Exhibit RAM-2,” pages 2 and 3. Therefore,
it is clear that Dr. Morin has in effect
identified the 15 natural gas companies
listed in exhibits RAM-9 and RAM-2 page 1
as the comparable companies.

CAPD Witness Brown - Direct Docket 04-00034
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Of the 15 natural gas companies in Dr. Morin'’s

exhibit RAM-9, which do you accept as a basis
for setting rates in this case?

Of the 15 companies, I accept 10 as the basis
to establish rates. I exclude AGL Resources
because it is a 100 percent owner of CGC.
Because AGL Resources controls CGC, it is
reasonable to remove AGL Resources from the
group of comparable companies so the group’s
capital structure is independent of AGL’s. I
exclude Amerigas because it sells only propane
gas, and I do not know of any state utility
agency in the United States which regulates the
sales price of propane to individual
purchasers. In addition, on November 7, 2003
AGL Resources announced that its AGL Propane
Services subsidiary was selling its interests
in Heritage Propane Partners, L.P. Thus AGL
Resources 1s not in the propane business. I
also exclude Amerigas because it is 100% owned
by UGI.

I exclude UGI because it 1s an international
energy conglomerate. According to its
Securities and Exchange Form 10-K filed on
December 23, 2003, the company derives only 17%
of its revenues from gas sales in the United
States, a contrast with CGC and AGL Resources,
which get over 90% of their revenues from
natural gas sales. In addition, of UGI’'s $2
billion of assets, over 53% is tied up in
Amerigas, which sells propane.

CAPD Witness Brown - Direct: Docket 04-00034
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Page 18 0f 124
I exclude Energen because it has not been
through a rate case since 1982. In his
testimony at page 54 lines 9-10, Dr. Morin
opines that the “principle objective of
regulation is to act as a substitute for the
market place and emulate the returns for
industries in the competitive market.” However,
the usual way to reach that objective is
through contested rate cases with expert
witness testimony and cross-examination.
Energen has not been through that process for
22 years. According to Energen’s SEC Form 10-K
filed December 12 1995:

“As a public utility in the state of Alabama, Alagasco is
subject to regulation by the Alabama Public Service
Commission (APSC), which has adopted several
innovative approaches to rate regulation, including
Alagasco's Rate Stabilization and Equalization (RSE)
rate-setting process. Implemented in 1983 and modified
in 1985, 1987, and 1990, RSE replaced the traditional
utility rate case .. . Under Alagasco's current RSE order,
which became effective December 1990, Alagasco's
allowed ROE range is 13 15 percent to 13 65 percent ”’

That particular regime continues to this day,
according to Energen’s 10-K filed in December
2003:

“On June 10, 2002, the APSC extended RSE for a six-
year period, through January 1, 2008. Under the APSC
order, Alagasco's allowed range of return on average
equity remains 13.15 percent to 13.65 percent throughout
the term of the order ” '
CAPD Witness Brown - Direct Docket 04-00034
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I also exclude Southern Union because it is a
pipeline company. In 2003 Southern Union bought
the bankrupt Panhandle Eastern pipeline system
and over 50% of Southern Union’s assets are
tied up in the pipeline. This is a contrast
with CGC and AGL Resources, both of whom have
their assets tied up primarily in distribution
systems. Schedule 1 pages 1 to 4 display the
information on Amerigas, UGI, Energen and
Southern Union.

Iv.

Capital Structure

What capital structure does Dr. Morin employ to
achieve his results?

Dr. Morin testifies at page 52 lines 10-12 to
“a capital structure consisting of 49% common
equity and 51% debt.” However, these figures do
not represent the entire capital structure.

For example, Mr. Morley, in his testimony at
page 18 lines 1-2 and in his Schedule 2
represents Dr. Morin’s capital structure as
being 95.7% of CGC’s total capital structure.

In your opinion why did Mr. Morley derive a
short-term debt ratio for CGC?

CAPD Witness Brown - Direct Docket 04-00034
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Page 20 of 124
In my opinion Mr. Morley derived a short-term
debt ratio because Dr. Morin’s common equity
ratio of 49% in his exhibit RAM-9 does not
include the effect of short-term debt.

What has Dr. Morin testified to regarding
short-term debt?

\

Dr. Morin testifies at page 21 lines 4-7:

“Long-term rates are the relevant benchmarks when
determining the cost of common rather than short-

term. .rates. Short-term rates are volatile [and]fluctuate
wildly ”

Do you agree with Dr. Morin’s assessment of
short-term rates being volatile?

No, I disagree. If short-term rates are
sufficiently lower than long-term rates, short-
term debt can be useful. As CGC’s and AGL
Resources’ own behavior suggest, they are
willing to rely heavily on short-term debt. My
Schedule 2, pages 1 to 3, displays portions of
an SEC release relevant to this case.

CAPD Witness Brown - Direct Docket 04-00034
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For example, according to the SEC’s Release No.
35-27812 of March 10, 2004 AGL Resources on
behalf of its distribution subsidiaries,
Atlanta Gas Light Company and CGC, petitioned
the SEC to allow each subsidiary to
respectively issue short-term debt of $750
million for Atlanta Gas Light and $250 million
for CGC.

Does the SEC release indicate if the
subsidiary’s equity ratio is to be calculated
by including short-term debt in the capital
structure?

Yes. In the release at page 13 footnote 3 éays:

“Applicants would calculate the Common Stock Equity
Ratio to total capitalization ratio as follows: common
stock equity [/] (common stock equity + preferred stock
+ gross debt). Gross debt is the sum of long-tem debt,

2

short-term debt and current maturities
Did AGL Resources, CGC or Dr. Morin apply the

SEC’s method to the calculation of the equity
ratio testified to by Dr. Morin?

No, they did not apply the SEC’s method.

In your opinion is the SEC’s method reasonable?

Yes. In my opinion the SEC’s method is
reasonable.

CAPD Witness Brown - Direct Docket 04-00034
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Page 22 0f 124
Any capital structure’s equity ratio should be
calculated using all forms of debt that
comprise total indebtedness. If a certain class
of debt were left out of the capital structure,
the prices set through a regulatory proceeding
will be higher than they need to be, and the
market would not be fully informed about a
company’s financial condition. It is standard
procedure for edquity ratios to be calculated on
the basis of total debt. Otherwise the capital
structure is misleading.

For example, if a capital structure is based on
just part of the debt and all of the equity,
the capital structure will be inaccurate. In
this case the equity ratio would be higher than
it really is, giving a company a financial
appearance of needing mocre of a price increase
than otherwise. |

How do you know that AGL Resources, CGC or Dr.
Morin did not apply the SEC’s method to the
calculation of the equity ratio testified to by
Dr. Morin?

I know they did not apply the method because I
applied the method to AGL Resources and the 10
comparable companies. My results, shown in my
Schedule 3 pages 1 to 11 show different capital’
structures than those employed by Dr. Morin.

For example, Dr. Morin shows NICOR having an
equity ratio of 65% but that figure declines to
48 .5% when short-term debt is included.

CAPD Witness Brown - Direct Docket 04-00034
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A summary appears in my Schedule 4. As a group,
the 10 comparable companies are summarized into
a single capital structure for the years 2001,
2002 and 2003. The summary shows consistent
results from year-to-year for the group taken
as a whole. The equity ratio for each year is
approximately 42.5% and there is almost no
variation in that ratio. Short-term varies from
a minimum of 10.6% to a maximum of 15.6% with
an average of 12.9%.

How do these results compare to AGL Resources’
current equity and short-term debt ratios now
and in the near future?

These results are a good match to AGL’s ratios.

For example, my Schedule 5 page 1 displays AGL
Resources capital structure as of December 31,
2003 as provided in its most recent SEC Form
10-K. My Schedule 5 contains a copy of a slide
AGL presented at its investor conference of
November 17 and 18 2003. The slide depicts
various components of what AGL Resources
designates as “debt.” To the left of the slide
are calculations I made on the basis of the
data in the slide, and below those calculations
are the ratios from my comparable company
analysis. Clearly the results of my comparable
company analysis are a sound basis for the
capital structure in this case.

CAPD Witness Brown - Direct- Docket 04-00034




O 00 1 &N W b L N =

—_—
O

[ S T e e e e
O O 0 ~1 N B W

[N
—

22

Q 25.

Q 26.

Q_27.

Q 28.

Q 29.

Page 24 of 124
What is the source of the data in your capital
structure?

The source of my data i1s each company’s SEC
form 10-K for 2003 and 2001. The 2003 10-K
provides data for 2003 and 2002. The 2001 10-K
provides data for 2001.

Why did you use the 10-K form?

I used the 10-K because it 1is audited. My
Schedule 6 pages 1-10 display portions of the
auditors’ statements from each SEC form 10-K
for 2003. In every case the auditors write that
the results shown in the 10-K are a “fair”
representation of the company’s financial
condition.

Does Dr. Morin’s testimony refer to auditors’
statements?

No. Dr. Morin does not refer to any statement
by an auditor.

What is the source of the equity ratios listed
in Dr. Morin’s Exhibit RAM-9?

The source of equity ratios listed in Dr.
Morin’s is a publication named Value Line.

What disclaimer does Value Line make to people
who rely on its data? '

CAPD Witness Brown - Direct Docket 04-00034
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Page 25 of 124
Value Line tells the people who rely on its
data: “Factual material is obtained from
sources believed to be reliable and is provided
without warranties of any kind. THE PUBLISHER
IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS
HEREIN ([sic].”

Regarding Dr. Morin’s exhibit RAM-9, are any of
those equity ratios the result of Value Line
omitting data in the calculation of the equity
ratio?

Yes. Of the 10 companies I accept as comparable
in Dr. Morin’s exhibit RAM-9, all 10 equity
ratios are the result of Value Line omitting
short-term debt from the calculation of the
equity ratio.

To your knowledge has Value Line published
information regarding AGL Resources’ recent
petition to the SEC asking that its
subsidiaries be allowed to issue $1 billion in
short-term debt?

No. I have no knowledge of Value Line
publishing information regarding AGL Resources’
recent petition to the SEC asking that its
subsidiaries be allowed to issue $1 billion in
short-term debt.

Do you know if AGL Resources or CGC has
informed the TRA of CGC taking on $250 million

of short-term debt in the attrition year?

CAPD Witness Brown - Direct Docket 04-00034
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Page 26 of 124
No. I do not know if AGL Resources, or CGC has
informed the TRA of CGC taking on $250 million
of short-term debt in the attrition year.

Do you know if AGL Resources or CGC has filed
its SEC petition in the current case?

No. The rate case was filed on January 26, and
the SEC petition was filed about 5 weeks later
in early March. The SEC petition is not part of
the material CGC filed in this case.

Which federal and state agencies approve the
short-term debt issues of a subsidiary of a
registered Public Utility Holding Company, as
in the case of CGC being a subsidiary of AGL
Resources?

Depending on circumstances, just one agency
approves the short-term debt issues of the
subsidiary. The SEC defers to state commissions
when they have taken actions to approve short-
term issues of a utility subsidiary. On the
other hand, if there has been no such action,
then the SEC is the approving agency.

Examples are provided in SEC release No. 35-
27767 of November 21, 2003 which also appears
in the Federal Register Vol. 68. No. 230,
Monday December 1, 2003, page 67232. In that
release Section D “Utility Subsidiary
Financing” footnote 15 specifically lays out
the conditions for the SEC’s approval of short-
term issues.

CAPD Witness Brown - Direct Docket 04-00034
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Page 27 of 124
“ the issue and sale of securities by the utility
Subsidiaries will be exempt, under rule 52(a), from the
preapproval requirements of sections 64(a) and 7 of the
Act, as most such securities must be approved by the
public service commission in the state in which each
Utility Subsidiary is incorporated and operating.
Specifically, the Indiana Utility Regulatory Commission
must approve all financings by Northern Indiana,
Kokomo and NIFL, other than short-term indebtedness
having a maturity of 12 months or less; the
Massachusetts Department of Telecommunications and
energy must approve all financings by Bay State other
than short-term indebtedness having a maturity of one
year or less; the New Hampshire Public Utilities
Commission (“NHPUC’’) must approve most financings
by Northern Utilities other than short-term indebtedness
having a maturity of one year or less up to a maximum
amount equal to 10% of net plant; the Public Utilities
Commission of Ohio must approve all financings by
Columbia Ohio other than short-term indebtedness with
a maturity of less than one year, the Public Service
Commission of Kentucky must approve all financings by
Columbia Kentucky other than notes with a maturity of
less than two years; the Pennsylvania Public Utilities
Commussion must approve all financings by Columbia
Pennsylvania other than short-term indebtedness with a
maturity of one year or less or having no fixed maturity
but payable on demand; and the Virginia State
Corporation Commussion must approve all financings by
Columbia Virginia other than short-term indebtedness
with a maturity of less than one year if the [short-term]
amount is less than 12% of total capitalization ..”

CAPD Witness Brown - Direct Docket 04-00034
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Page 28 of 124

In your research for this case have you found
any SEC release where the TRA is mentioned or
considered as having authority to approve
short-term debt issues of a Public Utility
Holding Company’s subsidiary, such as CGC?

No. I have not found any SEC release where the
TRA is mentioned or considered as having
authority to approve short-term debt issues of
a Public Utility Holding Company’s subsidiary,
such as CGC.

In your opinion what does the SEC release mean
for this rate case?

It means that CGC, as wholly owned subsidiary
of AGL Resources, has offered in this case a
capital structure substantially at odds with
the one it is likely to operate on and one
substantially at odds with the capital
structure shown in my Schedules 4 and 5.

What is your opinion of the capital structure
CGC offers in this case?

My opinion is to disregard the capital
structure because 1t is neither representative
of the comparable companies nor representative:
of CGC’s likely future behavior.

CAPD Witness Brown - Direct Docket 04-00034
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Page 29 of 124
In your opinion what capital structure should

be the basis for the rates resulting from this

case?

In my opinion the rates resulting from this
case should be based on an equity ratio of
42 .5%, a short-term debt ratio of 12.9%. The
remainder of 44.6% i1s composed of long-term
debt.

Bffect Of AGL Resources On The
Econeomic Conditions Presented By
CEC In This Case

Q 39.

What has Dr. Morin testified to regarding the
economic effect of AGL Resources on CGC’s
capital cost?

Dr. Morin has separated CGC from AGL Resources,
as if the parent holding company has no effect
on the capital costs or operating costs of CGC.

For example, at page 6 line 3 Dr. Morin
testifies, “I am treating CGC as a separate
stand-alone entity distinct from its parent
” and further testifies at page 6
lines 12 -13 that, “the required return on
CGC... 1s unrelated to the parent’s cost of
capital.”

company. ..

CAPD Witness Brown - Direct Docket 04-00034
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Page 30 of 124
In your opinion is Dr. Morin’s position
consistent with the previbus rate case decision
for Chattanooga in Docket No. 97-00982?

No. In my opinion Dr. Morin’s position is
inconsistent with previous order.

For example, the docket’s final order, at page
50, says: “The Directors adopted the testimony
for the Consumer Advocate ...and...for AVI
that AGL is the appropriate company to
reference for determining the cost of equity.”

Are there other CGC witnesses who take the same
approach as Dr. Morin, that CGC’s capital costs
should be different than the capital costs of
its parent?

Yes. Mr. Morley, the Director of Financial
Accounting for AGL Services Company, takes the
same approach with regard to short-term debt
cost.

For example, in his testimony from page 18 line
16 to page 19 line 1, Mr. Morley testifies:

CAPD Witness Brown - Direct. Docket 04-00034
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“The estimated cost of short-term debt includes the cost
of AGLR’s projected average short-term debt balance
through the attrition period The cost of short-term debt
1s based on the estimated London Inter-Bank Offer Rate
(LIBOR) plus an estimated spread above LIBOR.
Additionally, AGLR’s costs to maintain its credit faculty
have been included in the cost of short-term debt. The
spread is based on the estimated interest costs were
Chattanooga to have a short-term financing facility n its

2

name.’

In your opinion what is the practical meaning
of Mr. Morley’s statement?

In my opinion Mr. Morley’s statement means
CGC’s short-term debt cost is higher than its
parent’s cost by the amount of the “spread.”

In your opinion, if CGC issues short-term debt
in its own name, who will be the lender?

In my opinion the lender will be AGL Resources
or another subsidiary such as AGL Capital.

Why would the lender be AGL Resources or AGL
Capital?

I have that opinion because SEC release of
March 10, 2004 says:
{
“Applicants request authorization for the following

transactions . issuances by AGL Resources of

guarantees and other forms of credit support in an

aggregate amount of 81 bullion at any time outstanding...

CAPD Witness Brown - Direct Docket 04-00034
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“Current Debt Ratings The debt ratings of AGL
Resources and certain of its subsidiaries are set forth
below....CGC and VNG currently have no externally
held securities and therefore are not rated...”

In your opinion will CGC’s issue of short-term
debt create an avenue for profit on the part of
the parent holding company?

Yes. My opinion is that an avenue for profit is
being created because AGL will have a markup on
the short-term debt it extends to CGC, even
though CGC is a wholly owned subsidiary.

In your opinion, what economic justification
does AGL Resources offer for its treatment of
CGC?

Judging from the overall testimonies of Dr.
Morin and Mr. Morley, in my opinion the holding
company is offering an economic justification
that I paraphrase as: If CGC were on its own,
its capital cost would be much higher than it
is, but by being affiliated with the holding
company, CGC is still far better off than
otherwise, even when the markup is considered.

My paraphrase is another way of expressing Mr.
Morley’s statement, “were Chattanooga to have

in its own name,” and another way of
expressing what Dr. Morin says in his testimony
at page 23 lines 18 to 21:

CAPD Witness Brown - Direct Docket 04-00034
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“Gen the Company’s relatz'veljz small size, it is
reasonable to postulate that CGC possesses an
investment risk profile that is at least as risky as that of
the average risk publicly-traded natural gas distribution
utility company ”

Dr. Morin and Mr. Morley propose to set utility
rates on a condition contrary to fact: as if
CGC were independent of AGL even though AGL
acquired CGC in 1989.

In your opinion, who would benefit from Dr.
Morin’s and Mr. Morley’s proposal to apply a
markup to a subsidiary’s capital cost?

In my opinion, the parent company would benefit
from the markup.

In your opinion, is AGL Resources pursuing a
regulatory strategy where the subsidiaries will
pay a markup on their capital costs?

Yes. In my opinion AGL Resources is pursuing a
regulatory strategy where the subsidiaries will
pay a markup on ,their capital costs.

I have that opinion because AGL Resources used
this strategy in its financing case before the
Virginia State Corporation Commission (VSCQ).
My Schedule 7 displays selected information
from that VSCC case

CAPD Witness Brown - Direct: Docket 04-00034
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As part of my research for this case I reviewed
filings in Virginia by AGL Resources and its
subsidiary Virginia Natural Gas. I discovered
information relevant to the current case before
the TRA. Case PUE-2002-00515, “Application For
Authority To Issue Short-Term Debt, Long-Term
Debt and Common Stock To Affiliate Under
Chapters 3 and 4, Title 56 of the Code of
Virginia” was a joint filing by Virginia
Natural Gas, AGL Resources and AGL Services.
Attached to the petition was a 5-page document
titled “Exhibit A Financing Summary,” which
contailns a statement similar in economic
meaning to Dr. Morin’s and Mr. Morley's
statements.

For example, at page 5 of 5:

“Even though the rate of interest to be used for the
long-term debt_is not known at this time, it will be lower
than VNG could expect to obtain on its own were it not
affiliated with AGLR”

The petition itself was a 10-page document. At
page 6 the applicants wrote: "“Because the
proposed financing transactions will be private
transactions, expenses relating to the proposed
financing...will be borne by the Applicants.”

The VSCC’s order of September 27, 2002
stated:

CAPD Witness Brown - Direct. Docket 04-00034
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“The amount of short-term debt proposed in the
application exceeds twelve percent of capitalization
.. .Approval of this application shall have no implications
for ratemaking purposes...The Commission reserves the
right pursuant to.. Virginia Code to examine the books
and records of any affiliate in connection with the
Authority granted herein, whether or not such affiliate is

bd

regulated by this Commission.’

In your opinion, what is the economic meaning
of “private” in the context of transactions
between the parent, AGL Resources, and its
subsidiary?

In my opinion the economic meaning of “private”
means that such transactions are not carried
out at a prevailing market price enjoyed by the
parent but at a higher price set by the parent
according to its discretion. Thus the parent’s
economic discretion leads to higher prices for
the subsidiary’s ratepayers

In your opinion'is CGC’' s proposed short-term
debt ratio of 4.3% an example of the parent’s
discretion leading to higher prices for the
subsidiary’s ratepayers?

Yes. In my opinion CGC’s proposed short-term
debt ratio of 4.3% an example of the parent’s
discretion leading to higher prices for the
subsidiary’s ratepayers.

CAPD Witness Brown - Direct. Docket 04-00034
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For example, SEC’s Release No. 35-27812 already
shows that CGC is being positioned to rely more
heavily on short-term debt than the 4.3% debt
ratio suggests. In addition, in Virginia the
parent company proposed a short-term ratio
nearly three times larger than the ratio
proposed in Tennessee. To the extent that
short-term debt is the least costly form of
debt in the capital structure, CGC’s proposed
4.3% short-term ratio raises prices for CGC’s
ratepayers. ‘

Do you know if the VSCC has accepted AGL
Resources regulatory proposition that a parent
company has the discretion to apply a markup to
the capital cost of a wholly owned subsidiary?

No. I do not know if the VSCC has accepted AGL
Resources’ proposition.

Do you accept AGL Resources’ proposition?

No. I reject it because it introduces
incentives within the holding company system to
acquire profits through markups to subsidiaries
rather than the efficient operation of a
business. In addition, wholly owned
subsidiaries do not have individual,
independent judgment in their financial
affairs. They are the economic instruments of
the holding company.

CAPD Witness Brown - Direct; Docket 04-00034
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In your opinion is the VSCC taking a reasonable
economic precautidn when reserving “the right
pursuant to...Virginia Code to examine the
books and records of any affiliate in
connection with the Authority granted herein,
whether or not such affiljiate is regulated by
this Commission?”

Yes. In my opinion that approach to regulating
a subsidiary of a registered public holding
company is a reasonable economic precaution to
guard against the unreasonable shifting of

~expenses, revenues and other type of entries
between subsidiaries.

Why do you have the opinion that economic
precaution is necessary?

My opinion is based on two discoveries
resulting from CAPD’s preparation for this
case.

One discovery concerns AGL Resources’
compliance with SEC rules governing
notification of the federal agency when a
holding company issues long-term debt to a
subsidiary. The other discovery concerns the
abrupt reversal of CGC’'s and VNG’s
profitability in a short period of time, where
the two subsidiaries traded places in their
rates-of-return on equity, according to
documents filed with the SEC by AGL Resources.

CAPD Witness Brown - Direct. Docket 04-00034
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What are the details of the first item you

discovered?

The details are provided in my Schedule 8,
which displays SEC Form U-6B-2 filed in late
July 2003. In the form, paragraphs 3, 4, 5, 6,
and 7 respectively show that AGL Resources
issued a long-term note to VNG for $20.3
million at an interest rate of 8.3%, on July 15
2001, that the security was new rather than a
reissue, and that the maturity date is July 15,
2031. Paragraph 15 shows the phrase “Rule
52(a),” which 1s an SEC rule which exempts a
holding company from getting the SEC’s approval
to issue such debt when the holding company
already has approval by a state utility
commission.

CFR 250.52(a) reads:

CAPD Witness Brown - Direct. Docket 04-00034
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“$ 250 52 Exemption of issue and sale of certain

securities (a) Any registered holding-company
subsidiary which is itself a public-utility company shall
be exempt from section 6(a) of the Act (15 U.S.C. 79f(a))
and rules thereunder with respect to the issue and sale of
any security, of which it is the issuer if> (1) The issue and
sale of the security are solely for the purpose of financing
the business of the public-utility subsidiary company, (2)
The issue and sale of the security have been expressly
authorized by the state commission of the state in which
the subsidiary company 1s organized and doing business,
and (3) The interest rates and maturity dates of any debt
security issued to an associate company are designed to
parallel the effective cost of capital of that associate
company ”’

But there is a deadline for notifying the SEC
of such transactions. The deadline is in CFR
250.52(c) :

“(c) Within ten days after the issue or sale of any
security exempt under this section, the issuer or seller
shall file with the Commission a Certificate of
Notification on Form U-6B-2 (17 CFR 259 206)
containing the information prescribed by that form.
However, with respect to exempt financing transactions
between associate companies which involve the repetitive
issue or sale of securities or are part of an intrasystem
financing program involving the issuance and sale of
securities not exempted by this section, the filing of
information on Form U-6B—2 may be done on a calendar
quarterly basis ”

CAPD Witness Brown - Direct' Docket 04-00034
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Thus AGL’s U-6B-2 filing was two years late,
according to the SEC’s rules.

Besides this U-6B-2, has AGL Resources filed
any others?

Yes. AGL Resources filed one on March 23, 2001
for the quarter ending December 31, 2000.

About the time AGL Resources filed the U-6B-2
on behalf of VNG, what interest rate was AGL
Resources offering on its new issues of debt
securities?

AGL Resources was offering a rate of 4.45% on a
ten-year note. On June 30, 2003 AGL Resources
filed an SEC form 424B2. The form is a
supplement to an earlier AGL Resources
prospectus. The form describes an offering of
$225 million at 4.45% for 10 years.

In your opinion what issues does the U-6B-2
filing raise with regard to a parent providing
a capital note to its subsidiary?

In my opinion the filing raises the issue of
how a parent’s treatment of a subsidiary’s
capital costs should be treated for ratemaking
purposes, especlally because SEC rule 52 (a)
shows that a holding company is not to have an
unrestrained hand in setting its long-term-
interest rate for the subsidiary.

CAPD Witness Brown - Direct Docket 04-00034
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The very-late U-6B-2 filing also begs three
questions:

how can 8.3% “parallel the effective cost of
capital of that associate company” when VNG, as
a subsidiary of AGL Resources, has not yet been
in a rate case before the VSCC?

how can 8.3% represent a market rate for the
security, when at nearly the same time of the
notification the parent is engaged in a
“public” transaction of issuing 4.45% 10-year
debt securities?

are the terms “subordinated” and “unsecured”
accurate descriptions of the risk, 1f there is
any at all, a parent is taking when it provides
capital to a 100% owned subsidiary?

Does the holding company’s interest rate to the
subsidiary matter in a rate case?

The holding company’s interest rate to the
subsidiary matters most if consumers are paying
rates based on the subsidiary’s capital
structure. In this situation the capital
transactions between the parent and its wvarious
subsidiaries require tracing, auditing, and
verifying. To the extent rates are set on
comparable companies and on the parent’s
capital costs, the audit and verification
burdens are lifted. However, the debt’s
interest rate, if allowed to enter the

CAPD Witness Brown - Direct' Docket 04-00034
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subsidiary’s books, has an impact on expenses
and masks the true earnings of the subsidiary
as if it is not earning the targeted rate of
return.

How does this issue relate to CGC’s cost-of-
debt?

The issue shows that a subsidiary’s cost of
debt can be higher than the parent’s depending
on the parent’s timing and method of populating
a subsidiary’s debt balances.

For example, Mr. Morley, at page 19 lines 4-13
explains his derivation of CGC’s long-term debt
cost:

“The cost of long-term debt includes the cost of senior
notes and medium-term notes within the consolidated
caputal structure of AGLR. Interest costs and
amortization of debt discounts, debt premiums and debt
issuance costs (collectively referred to as amortization of
debt costs) were projected for the attrition period. The
cost projection was calculated using actual interest rates
and the current monthly amortization of debt costs on
exwsting debt. If applicable [emphasis added by CAPD],
interest rates and amortization of debt costs were
estimated for new issuances of debt. The total cost of
long-term debt projected for the attrition period was then
dwided nto the projected ending debt balance at June
30, 2005, resulting in a cost rate of 6 74%.”

“How was the cost of preferred stock determined? ”

CAPD Witness Brown - Direct. Docket 04-00034
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“The cost of preferred stock was calculated in the same

manner as the cost for long-term debt, resulting in a cost
rate of 8 54%.”

However, at its investor conference of November
17-18, 2003, AGL Resources presented the slide
I am showing as my Schedule 9. For the period
2001 through 2004, that slide depicts a pattern
of a declining cost of debt, where debt is
apparently every capital type except equity.

To the extent that declining costs are achieved
by replacing higher cost notes with lower cost
ones, new issues are required. But Mr. Morley
uses the term “1f applicable” to describe his
decision to apply new issues in his
determination of debt and preferred cost. Just
as AGL Resources’ petition to the SEC regarding
CGC’s issuing $250 of short-term debt was not
accounted for in CGC’s rate-case filing, there
may be other financing activities that may
affect the rates set in this case.

Therefore, caution should be applied to the
methods AGL Resources employs to establish a
subsidiary’s capital cost.

For example, in his testimony at page 19, lines
19-21, Mr. Morley suggests that it is
reasonable to use AGL Resources consolidated
debt to derive CGC’s debt and preferred costs:

“ Why was the long-term debt cost based on

consolidated AGLR?
CAPD Whtness Brown - Direct Docket 04-00034
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“Chattanooga has no debt in its name and any financing
needs are provided through the debt structure of the
AGLR consolidated group. Additionally, use of the AGLR
consolidated debt cost is consistent with the previous rate
case decision for Chattanooga in Docket No 97-00982 ~

Do you agree that consolidated costs should be
used?

Yes. I agree that consolidated costs should be
used but I disagree with Mr. Morley’s
reasoning, about why the consolidated costs
should be used. What Mr. Morley does not say 1is
that Chattanooga has no debt in its name
because in February 2001 AGL Resources
reclassified CGC’s long-term debt as a premium
on capital stock, thus eliminating long-term
debt from CGC’s balance sheet. As a
consequence, AGL Resources 1s now in the
position of being able to pay itself dividends
out of the premium without having any tax
liability.

CAPD Witness Brown - Direct: Docket 04-00034
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In addition, AGL Resources now has the
opportunity to repopulate CGC’s long-term debt
balance with new long-term debt issues from the
parent, with rates set by the parent, provided
the long-term notes are approved by either the
SEC or the state utility agency. To the extent
AGL Resources seeks state approval rather than
federal approval, any such note could be exempt
from SEC approval because of the rules in CFR
250.52(a) which I explained earlier.
Once AGL Resources receives the SEC’s approval
for CGC to issue large amounts of short-term
debt, the door is open sometime later for CGC
to seek state or federal regulatory approval to
convert the short-term notes to long-term at
rates set by the holding company not by the
market.

Therefore, in any subsequent CGC rate case the
subsidiary may have substantial amounts of long
term debt on its books, and there would no
longer be a need to use consolidated debt if
Mr. Morley’s reasoning were accepted. In my
opinion that would put CGC ratepayers on a
long-term path to permanently higher rates.

CAPD Witness Brown - Direct. Docket 04-00034
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There is one best procedure to protect rate
payers, regardless of the amount of long-term
debt on the subsidiary’s balance sheet: Set the
subsidiary’s utility rates by determining the
parent’s equity cost and debt cost, and then
use that total capital cost as the subsidiary’s
capital cost. That cost would be adjusted only
if the subsidiary owes debt that is from a
lender outside the holding company.

Is there a name for the procedure you are
describing?

Yes. The procedure’s name is “double-leverage.”

Has the TRA or its predecessor, the Tennessee
Public Service Commission, dealt with the
“double-leverage” in prior rate cases?

Yes. In the final order of TPSC dockets U-83-
7226 and U-85-7338, at pages 16-17, the TPSC
wrote:

“The Commission adopts the double leverage capital
structure advocated by Dr. Westfield for setting rates in
this case...The company argues that the Commission
should reject double-leverage and ignore the parent-
subsidiary relationship between AWWC and the
Company. Dr. Morin testified that the Commission
should pretend that Tennessee-American’s equity capital
is raised in the marketplace...The double-leverage
approach rejects this fiction”

CAPD Witness Brown - Direct Docket 04-00034
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Schedule 10 displays information from that
final oxder

What is your opinion about the other portion of
Mr. Morley’s reasoning, that “... additionally,
use of the AGLR consolidated debt cost is
consistent with the previous rate case decision
for Chattanooga in Docket No. 97-009827?"

My opinion is that his reasoning is not
supported by the order.

For example, the final oxder of Docket No. 97-
00982, at page 49, says: “the Advocate and AVI
did not endorse [CGC’s] proposed capital
structure and cost rates... Therefore, the
Directors adopted [CGC’s] capital structure and
cost rates.” There are no statements in the
order affirming that consolidated capital costs

must be used to set rates.

In addition, AGL Resources is now a registered
holding company subject to all the SEC rules.
At the time of the last case AGL Resources was
an exempt holding company.

What are the details of the second item you
discovered? '

The details are provided in my Schedules 11 and
12.

CAPD Witness Brown - Direct Docket 04-00034
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My Schedule 11 is a copy of one part of AGL
Resources SEC Form 8-K filing of November 7,
2002. At an analysts’ conference in Miami,
Florida the company reported the actual return
on equity as of September 30, 2002 for AGL
Resources distribution subsidiaries Atlanta Gas
Light, CGC, and VNG. CGC’'s actual equity return
was 10.53%, or 175 basis points higher than
VNG’ s actual equity return of 8.73%. VNG’s
return was based on “actual weather” conditions
according to footnote 3, apparently a reference
to a “Weather Normalization Program” tariff
rider in VNG’s rates.

If these returns are actual returns, then is it
correct to say these returns are not “forward
looking” returns?

Yes. Those statements are not “forward
looking.” The SEC’s policy is that a “forward
looking” statement 1s one that i1s accepted as
economic estimate for which no guarantees are
implied.

For example, many of the statements and the
data at the AGL Resources November 2003
investors conference are “forward looking” and
the company cautions investors that “actual
results...could differ materially.”

CAPD Witness Brown - Direct Docket 04-00034
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However, to the degree that such statements are
about actual and past performance, they are not

’

“forward looking.” Therefore, the actual equity
returns in AGL Resources’ SEC form 8-K are not

“forward looking” equity returns.

At the time of the November 2002, 8-K filing
were those actual returns also returns that
were in the past, that had already occurred?

Yes.

What kind of returns are shown in Schedule 127

My Schedule 12 is a copy of a slide included in
AGL Resources SEC Form 8-K filing of November
18, 2003. The slide was presented by AGL
Resources at its investor conference of
November 17-18, 2003. The slide shows “actual”
returns in the body of the chart, but its
header has a slightly different title:
“Distribution Operations Projected ROE - 12
Months Ending 12/31/03.” CGC’s actual equity
return was 8.97% and VNG’s actual return was
11.38%. But this particular presentation makes
no reference to VNG’s weather conditions.

Besides these SEC Form 8-K filings, have you
found any other public document issued by AGL
Resources that discloses the actual equity
returns of CGC and VNG?

No. Other than those two documents, I have
found no others.
CAPD Witness Brown - Direct Docket 04-00034
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~—

What rate-of-return references have you found
regarding CGC and VNG in AGL Resources’ other
SEC documents?

The other references typically say “Return on
Rate Base Authorized” or “Return on Common
Equity Authorized” or “Estimated 2003
Jurisdictional Return on Equity.”

What was CGC’s overall rate of return for the
period ending September 30, 2002, according to
TRA Form 3037?

According to the TRA Form 303, CGC’ overall
rate of return was 8.85%, which was derived
from an operating income of $8.45 million and a
rate base of $95.5 million.

Does CGC report a rate of return on equity in
the TRA Form 303?

No. CGC does not report a rate of return on
equity in the TRA Form 303.

When VNG’'s equity return was 8.73% in September
2002, did AGL Resources subsequently file a
rate case to improve VNG’'s equity return to
11.36% by the end of 2003?

No. AGL Resources did not file a rate case in
Virginia for VNG.

CAPD Witness Brown - Direct Docket 04-00034
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What did VNG and AGL Resources do instead of
filing a rate case in Virginia?

Prior to September 2002 VNG offered a two-year
rate freeze as part of a petition to the VSCC
requesting approval for the company to add a
Weather Normalization Adjustment (WNA) rider to
bills of VNG’s consumers. The reference is VSCC
Case No. PUE-2002-00237.

What did the VSCC order VNG to report with
regard to the WNA program?

As a part of its approval order, the VSCC
ordered VNG to file. reports with the VSCC July
2003 and July 2004 and to report on the WNA’'s
impact on VNG's cash flow and on VNG's equity
return both with and without revenues from the
WNA.

Did you review the July 2003 report?
Yes. I reviewed the July 2003 report.

What information did you discover in the report
regarding VNG’s return on equity?

My Schedules 13, 14, and 15 display the
information.

CAPD Witness Brown - Direct Docket 04-00034
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Schedule 13 displays the report’s cover page,
Schedule 14 displays the WNA’s cash-flow effect
on VNG and Schedule 15 displays the change in
equity return. According to the report, VNG had
a net cash-flow decline of approximately $2
million and a decline in equity return of .56%,
which is the difference between 11.46% and
10.90%.

Are these equity returns consistent with VNG’s
actual equity return of 8.73% as of September
30, 2002, which was reported by AGL Resources
in its SEC Form 8-K filing of November 7, 2002?

No. The results are very inconsistent.

Consider this information: On September 30,
2002 VNG has an actual equity return of 8.73%,
according to AGL Resources; VNG initiates its
WNA in November 2002; VNG has a $2 million
decline in revenues by the end of May 2003; VNG
has a 10.9% return on equity for twelve months
ending May 2003; VNG’s equity return improves
by 2.2% from September 30, 2002 to May 30, 2003
while its cash flow declines by $2 million.

In your opinion what is the effect of these
inconsistent returns?

In my opinion the inconsistency throws doubt on
the accuracy of AGL Resources’ financial
reporting procedures with respect to the actual
profitability of its regulated subsidiaries CGC
and VNG. Accounting adjustments by the holding
CAPD Witness Brown - Direct: Docket 04-00034
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company, changes in allocations between the
subsidiaries or a combination of both may have
a substantial effect on a subsidiary’s
profitability, especially one as small as CGC.

Consider again VNG’s 11.38% “actual” equity
return, shown in AGL’s slide copied into my
Schedule 12, reported to the SEC. Nothing in
the slide indicates the influence of the WNA
program on VNG’s 11.38% equity return. Compare
that return to the 11.46% return VNG reported
for the twelve months ending May 31, 2003,
shown in my Schedule 15. VNG reported that the
return of 11.46% “Excluded Net WNA Credits To
Customers.” In contrast, the actual equity
return is just 10.90% when the WNA program is
included. Therefore, the 11.38% return reported
to the SEC, an agency whose data is most likely
to be accessed by investors, is probably not an
“actual” return and is different from the
“actual” return reported to the state agency,‘
the VSCC. AGL Resources is very inconsistent in
how it represents its subsidiaries’ return on
equity.

What has AGL Resources reported since November
2003 about the subsidiaries equity returns?

In an SEC Form 8-K filing of January 28, 2004
AGL has reported an “estimated 2003
jJurisdictional returns on equity” of 11.07% for
VNG and 8.05% for CGC, a difference of 302
basis points. Sixteen months earlier CGC’s
equity return was 175 points higher than VNG’s.
CAPD Witness Brown - Direct. Docket 04-00034
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Is there information in the 8-K report of
January 28, 2004 indicating that VNG’s reported
equity return excludes the WNA program’s
effects?

No. There is no information in the 8-K filing
indicating that VNG’s reported equity-return
excludes the WNA program’s effects.

Does AGL Resources advise investors to use the
SEC’s 8-K form as a source of information on
AGL Resources?

Yes. AGL Resources advises investors to use the
SEC"s 8-K form as a source of information on
the company. For example, AGL Resources issued
a press release on July 15, 2004.announcing
AGL’s acquisition of NUI Corporation. In the
press release AGL said:

“Additional factors that could cause AGL Resources’
and NUI Corporations’ results to differ materially from
those described in forward-looking statements can be
found in the companies respective Annual Reports on
Form 10-K, Quarterly Reports on Form 10-Q and
Current Reports on Form 8-K filed with the Securities
and Exchange Commission.”

AGL's press release confirms that the SEC’s 8-K
form is an important source of information to
investors, but in my opinion AGL’s 10-Ks,10-Qs,
and 8-Ks are not necessarily reliable regarding
the company’s rate-of-return.

CAPD Witness Brown - Direct. Docket 04-00034
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CGC Must Benefit From Segquent’s
Transactions If AGL Is To Comply
wWith PUHCA

Q 83.

Q 84.

Q 85.

In your opinion, is AGL Resources
complying with PUHCA, according to public
records? '

No. In my opinion AGL Resources 1s not
complying with PUHCA, according to public
records.

Why are you giving your opinion on the issue of
AGL Resources’ compliance with PUHCA-?

I am giving my opinion because Mr. Morley has
made AGL’s compliance with PUCHA an issue in
this case. In Mr. Morley’s direct testimony, at
page 11 lines 17 to 23, he testifies: “In
accordance with the Act, AGLR formed AGL
Services Company (“AGSC”) to provide shared
services to all subsidiaries of ACGCLR at actual
cost... AGLR [is] in compliance with” PUHCA.

Does Mr. Morley provide a definition of “at
actual cost?”

No. Mr. Morley does not provide a definition of
“at actual cost.”

CAPD Witness Brown - Direct. Docket 04-00034
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In your opinion, does Mr. Morley’s claim,

that all of AGL’s services are provided
“at cost,” mean AGL 1is in compliance with
PUHCA?

No. In my opinion Mr. Morley’s claim that all
of AGL’s services are provided “at cost” does
not mean or ensure PUHCA compliance.

What is the basis for your opinion that AGL
Resources is not complying with PUHCA?

My opinion is based on Section 13 (b) of PUHCA,
as it applies to the transactions between two
of AGL’s subsidiaries - Sequent and CGC.
Section 13 (b) permits the registered holding
company’s subsidiary to perform a service, sale
or construction contract for another subsidiary
only if the transaction is “... for the benefit
of [the subsidiary receiving the service], at
cost, fairly and equitably allocated among such
companies.” [15 U.S.C. §79(m)].

I emphasize the phrase “for the benefit of”
because if Sequent is imposing economic loss on
CGC for Sequent’s discretionary activities,
then AGL Resources is not in compliance with
PUHCA, because PUHCA requires that transactions
benefit the receiving subsidiary rather than
harming it, even 1f Sequent is billing every
service to CGC “at cost.”

CAPD Witness Brown - Direct. Docket 04-00034
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Based on my review of AGL’s public records on
file with the SEC and AGL’s public records
filed with the TRA regarding the Interruptible
Margin Credit Rider (IMCR), my opinion is that
CGC 1is not benefiting from its transactions
with Sequent because CGC has suffered
substantial losses caused by its transactions
with Sequent. Therefore, Mr. Morley’s
testimony, that AGL is providing services “at

77

cost”. and 1s therefore in compliance with
PUHCA, is mistaken. Transactions between
Sequent and CGC under the Interruptible Margin
Credit Rider (IMCR) show Sequent frequently

1mposing losses on CGC.

A table from attachment D.page 1 of 14 of the
IMCR report (filed February 27, 2007 with the
TRA by AGL Resources) and a table from AGL’s
SEC U-9C-3 report for the quarter ending
12/31/03 are shown below.

CAPD Whtness Brown - Direct Docket 04-00034
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Attachment D

Page 1 of 14

IMCR Credit Rider Shanng For Twelve Months Ended December 31, 2003
Details Of Net Gross Profit Margin from Transactions with Non-junisdictional Customers

Aggregate Net Annual Value Allocation
Month Margin CGC Agent 50% CGC Customer 50%

January 2003 3,191,999 1,595,999 1,595,999
February 2003 328,733 164,366 164,366
March 2003 (69.149) (34,574) (34,574)
Apnl 2003 (387) (193) (193)
May 2003 642,467 321,233 321,233
June 2003 323,826 161,913 161,913
July 2003 (60,773) (30,387) (30,387)
August 2003 150,300 75,150 75,150
September 2003 (153,156} (76,578) (76,578)
October 2003 405,819 202,910 202,910
November 2003 (7,453) (3,726) (3,726)
December 2003 (2,266,909) (1,133,454) (1,133,454)
Adjustments

InGround Transfer -01/03 (125,000) (62,500) (62,500)
Total 2,360,317 1,180,158 1,180,158

U-9C-3

g
[ |

e 3 - ASSOCIATE TRANSACTIONS .

Part I - "l—:rz;r;sz-lctlu(g)nxs Peri:orm—e“d b;' Rép-()}'ilng éor;lpa;llles on ééﬁaif&fAésocmte ~Companles

R S }

[ W

15 D

for the Quarter Ended December 31, 2003 (1n thousands)

pursuant to Rule 104 of the Pubiic Utility Holding Company Act of 1935, as amended

Reporting TAssociate Company Receiving Types of Services Rendered Direct Indirect ; Costof ! Total Amount Billed
. Company Semvices Costs Costs Capatal
Rendening Charged . Charged E
" Services (b) (b) i _
(3) D) R
SEM Atlanta Gas Light Company Gas procurement, scheduling and other
o i o R L 2 53_4 oo . - h$34
SEM Virginia Natural Gas, Inc Gas procurement, scheduling and other sq1 : s4
‘SEM Chattanooga Gas Company Gas procurement, scheduling and other 25 i a5
"SEM GNG M anagement and administrative pay roll 4; E .___"m..-___,_,.:,
"SEM T AGL Networks, LLC - TiM ar;agferﬁen‘(“andxadnmmlsxrnal1;';.p;);—rolul e 76' : ’ - ,’é
< -} -- 2
,SEM Atlanta Gas Light Company Gas Transmission Storage M anagement - - ok * %
SEM Virgima Natural Gas, [nc Gas Transmission Storage M anagement % Kok - %
. SEM —(f}_)a—n;i;oc;gawG—as tomp5n§ "7 iGas Trangmlssnlo_n“gl_c;raée -M“amnag;n{em‘ ] *; o **’ ;* ;*
@ All servces are being provded at cost and are being billed (with the exception of certain direct bilings) through
i AGL Seruces Company ("AGSC") As per Rules 80 and 81, energy purchases are not reported hereunder
(b) The Recelvmg Company makes avatlable idle or ‘underutiized gas transportation and storage capacny for use by the
Serung Company, as agent for the Receivng Company, n return for which the Servng Company pays for costs
incurred and shares the profits with the Receimng Company 1n accordance with approval by the appropnate state
___ _ icommissions
ek Represents information filed separately with the Commission pursuant to a request “for confidential treatment -

CAPD Witness Brown - Direct. Docket 04-00034
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The U-9C-3 uses the double-star image,
“Wrxx”  to conceal the amount of direct cost
assigned to CGC from Sequent. However, the
two tables establish that CGC’s IMCR
tariff and Sequent’s “natural gas
transmission and storage” for CGC service
are actually the same service. For
example, the IMCR report refers to “CGC
Agent 50%” and footnote (b) in the U-9C-3
refers to “the Serving Company, as agent
for the Receiving Company;” footnote (b)
in the U-9C-3 says “the Serving Company
...shares the profits with Receiving
Company,” and the IMCR table shows the
“net gross profit margin” being split “50-
50” between CGC’s agent and CGC as a
customer. Thus AGL’s own language
establishes that Sequent’s “natural gas
transmission and storage” service
utilizing CGC’s “idle” capacity is the
company’s alternative description given to
the SEC for transactions occurring through
CGC’s IMCR tariff in 2003.

As the tables show, CGC’s “idle” assets
are being managed by Sequent for a fee of
$1.2 million (half of the net profits for
“idle” capacity transactions go to
Sequent) plus an additional amount of
“direct costs” charged to CGC for
Sequent’s management of the “idle” assets.

CAPD Witness Brown - Direct. Docket 04-00034
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Since CGC gets only $1.2 million for its
share of the “idle” capacity transactions,
if the U-9C-3’'s “direct costs” to CGC
exceed $1.2, then the IMCR tariff creates
a net loss for CGC, lowering its income
and equity return

In your opinion why has Sequent assigned
direct costs to CGC?

In my opinion, Sequent has assigned direct
costs to CGC because the SEC’s rules
require such assignment.

The SEC defines “at cost” in CFR250.91,
which has four subparts, (a), (b), (c),
and (d). Subpart (b) says:

“$250 91 Determination of cost. (b) Direct charges
shall be made so far as costs can be identified and
related to the particular transactions involved without
excessive effort or expense ..”

CAPD Witness Brown - Direct Docket 04-00034
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The assignment of direct costs to CGC for
Sequent’s discretionary management of
CGC’s idle capacity provides a superficial
appearance of AGL Resources’ being in
compliance with the SEC “at cost” rules.
If those costs exceed CGC’s share of the
IMCR profits, Seguent is harming CGC and
such transactions should cease. Otherwise
any holding company can impose losses on a
regulated gas distribution subsidiary by
using discretionary costs to drive down
the subsidiary’s equity return and quicken
a cycle of rate increases.

In your opinion, does the public record
provide evidence that CGC is suffering a
loss on its transactions with Sequent?

Yes. In my opinion the public record
provides evidence that CGC is suffering a
loss on its transactions with Sequent.
AGL’s U-9C-3 report for 12/31/03, footnote
(b,) says Sequent “shares the profit with
the Receiving Company in accordance with
approval by appropriate state
commissions.” But a glimpse at the IMCR
report shows several months where Sequent
1s “sharing” and imposing losses on CGC.
AGL 1s implementing the SEC’s “at cost”
rules as if the PUHCA language were:

" the net effect of all transactions on an annual basis
shall be to the benefit of the receiving company

CAPD Witness Brown - Direct Docket 04-00034
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But the SEC’s rules apply on a
transaction-by-transaction. For example,
CFR250.91 (a) and (b) speak to “a
transaction” and “particular
transactions:”

“(a) Subject to the provisions of this section and of any
other applicable rule, regulation, or order of the
Commission, a transaction shall be deemed to be
performed at not more than cost if ..”

“(b) Direct charges shall be made so far as costs can be
identified and related to the particular transactions
involved

In accordance with the SEC’s rules, I have
removed the “idle” capacity transactions
where CGC is assigned a loss and restated
the table in attachment D page 1 of 14 of
CGC’s February 27, 2004 filing. The
results are:

CAPD Witness Brown - Direct. Docket 04-00034
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Attachment D
Page 1 of 14
Chattanooga Gas Company

IMCR Credit Rider Sharing For Twelve Months Ended December 31, 2003
Details Of Net Gross Profit Margin from Transactions with Non-jurisdictional Customers
****Adjusted by CAPD To Remove Transactions Where Losses Are Assigned to CGC

Aggregate Net Annual Value Allocation
Month Margin CGC Agent 50% CGC Customer 50%

January 2003 3,191,999 1,595,999 1,595,999
February 2003 328,733 164,366 164,366
March 2003 0 0 §]
April 2003 0 0 0
May 2003 642,467 321,233 321,233
June 2003 323,826 161,913 161,913
July 2003 0 0 0
August 2003 150,300 75,150 75,150
September 2003 0 0 0
October 2003 405,819 202,910 202,910
November 2003 0 0 0
December 2003 0 0 0
Adjustments

InGround Transfer -01/03 0 0

Total 5,043,144 2,521,570 2,521,570

By applying the SEC’s rules to the IMCR,

CGC’

instead of just $1.2 million.

S customers receive $2.5 million
However,

even the additional $1.3 million
adjustment does not guarantee that CGC is
better off with Sequent acting as an agent
for CGC. If the direct costs assigned to

CGC by Sequent exceed $2.5 million,

the
CGC.

then
IMCR tariff creates a net loss for
In this case Sequent’s transactions

provide no benefit for CGC and such
transactions contradict Section 13 (b) of
PUHCA.
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Q 90. Was Sequent’s “natural gas transmission
and storage” service being provided to CGC
in 20027

A 90. No. Sequent’s "“natural gas transmission and

storage” service was not provided in 2002, as
shown by SEC U-9C-3 report for the quarter
ending 12/31/02 shown below.

ITEM 3 - ASSOCIATE TRANSACTIONS
For the Quarter Ended December 31, 2002

Part | - Transactions Performed by Reporting Companies on Behalf of Associate Companies (in thousands)

Reporting Associate Company Receiving Types of Services Rendered Direct Costs Indirect Cost of Total
Company Service (e) Charged Costs Caputal Amount
Rendering Charged Billed
Services

Sequent Atlanta Gas Light Company Gas supply management services $86 -- -- 386

Sequent Virginia Natural Gas, Inc Gas supply management services $109 - - $109

Sequent Chattanooga Gas Company Gas supply management services $46 - - $46

(a) All services are being provided at cost and are being billed (with the exception of certain direct biliings) through AGL Services
Company (“AGSC") As per Ruies 80 and 81, energy purchases are not reported hereunder

Unlike AGL’s U-9C-3 report for 12/31/03, AGL’s
U-9C-3 report for 12/31/02 does not have a
footnote (b) nor is there confidential
information to be redacted.

Q 91. In your opinion, what is the financial

effect of Sequent on the parent holding
company in 2003 wversus 20027

CAPD Witness Brown - Direct. Docket 04-00034
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In my opinilon Sequent’s gas transmission
storage management service, a practice
that began in 2003, has allowed the parent
holding company to book approximately $8.1
million of operating expense credits.

My opinion stems from my review the annual
SEC form U-13-60 filed by AGL Services
Company for annual billings to all of AGL
Resources subsidiaries for years 2002 and
2003. Both documents are public and can be
found in the SEC’s on-line database. The
U-13-60 provides a record of the billings
between the parent and the subsidiary for

2002 and 2003,

as shown below.

AGL Resources SEC Form U-13-60 Filed May 2003 AGL Resources SEC Form U-13-60 Filed May 4 2004 ’
For the Year Ended December 31 2002 For the Year Ended December 31 2003 Negative Entry
ANALYSIS OF BILUNG ANALYSIS OF BILLING in 2003
ASSQCIATE COMPANIES ASSOCIATE COMPANIES
[ACCOUNT 457 ACCOUNT 457 l
NAME OF ASSOCIATE DIRECT INDIRECT | COMPENS TOTAL NAME OF ASSOCIATE DIRECT INDIRECT| | COMPENS TOTAL
COMPANY COSTS COSTS {ATION FORl AMOUNT COMPANY COSTS COSTS ATION FOR AMOUNT
457-1 4572 457-3 M 4571 457-2 [ 457 3 n
AGL Resourcas Inc 860 069 336 380 0 1198 449 AGL Resources Inc 4657 610 -8,136,765 3,479 155
Atlanta Gas Light Company 65727080 39437252 | 1490702 | 106 655 034 Atlanta Gas Light Company 50430737 54241138 1352780 106 024 656
Chattanooga Gas Company 3520968 | 2459340 88 300 6 068 608 Chattanooga Gas Company 3 402 886 2916541 71899 6391326
Virgima Natural Gas Inc 6722911 | 9365047 362 157 16451015 Virgimia Natural Gas, Inc 4 450 523 13050512 299 055 17 800 090
Energy 1060 243 1031212 53 535 2144 991 Sequent Energy Management, 3109 881 2097 161 103 859 5310981
LP-Corp LP- Corp
AGL Capital Corporation 35189 20213 1675 57 078 AGL Caprtal Corporation 83 683 20 4862 1930 116 075
AGL Caprtal Trust 22 530 112125 11269 146 024 AGL Capttal Trust 20218 91 814 8561 120 593
AGL Capital Trust Il 207 070 22187 229237 AGL Capital Trust Il 1400 187 778 16 971 186 148
\AGL Energy Corporation 18 002 1476 15 19493 AGL Energy Corporation 14 070 250 19 14 338
AGL Investments Inc 692 348 49 366 1432 743 144 AGL Investments Inc 107 B89 35 404 1680 144 973
AGL Networks LLC 870371 353 340 13 943 1237 855 AGL Networks, LLC 1824 567 574 802 24229 2423 598
AGL Peaking Services, Inc 952 5828 583 7 164 AGL Peaking Services, Inc 34 4 487 418 4940
AGL Propane Servicas, Inc 77 149 63729 4724 145 602 AGL Propane Services Inc 292 680 44 375 3532 340,587
AGL Rome Holdings Inc 547 1596 151 2294 AGL Rome Hold:ings, inc 9 1205 109 1324
Customer Carae Services 5085 5488 456 11 029 Customer Care Services 1348 7801 709 9857
Compan G
Georgia Natural Gas Company 199 539 91081 8544 299 164 Georgia Natural Gas Company 354 444 80471 7987 442 902
Global Energy Resources 1269 141 1410 Global Energy Resources 298 452 44 794
Insurance Corporation Cor
Sautheastern LNG, Inc 53018 3015 321 58 351 Southeastern LNG Inc 42937 3422 357 48717
Trustees Investment, Inc 48128 27 484 1319 78 928 Trustees Investment Inc 26 151 26 395 1061
Others- Not Shown Others- Not Shown
TOTAL 79,933,762} 53 574,111 | 2,061,518 | 135,569,391 TOTAL 68,835,848 65,227,703 1,895 300 135,958,851
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In 2003 the parent company had a negative cost
or credit of approximately $8.1 million, shown
in the parent company’s indirect cost category.
The costs billed to the subsidiaries barely
changed from 2002 to 2003. In 2002 the total
billings were $135.6. In 2003 the billings were
$135.9 million, which is a net figure that
reflects the negative cost of $8.1 million
credited to the parent. Sequent’s biilings and
the parent company’s billings are the only ones
to change substantially from 2002 to 2003. The
only corresponding change in economic activity
from 2002 to 2003 is Sequent’s management of
the gas distribution subsidiaries’ idle assets,
an economic activity first introduced in 2003
and documented in the U-9C-3 forms.

In your opinion is there such a thing as a
“negative cost?”

In my opinion there is such a thing as a
negative cost, because that is the way AGL
Resources has reported its transactions.

In your opinion is it appropriate for the
parent company to retain those negative costs
rather than distribute them to the
subsidiaries?

No. In my opinion it is not appropriate for the
parent company to retain those negative costs.

CAPD Witness Brown - Direct. Docket 04-00034
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Consider Mr. Morley’s direct testimony at page
13 line 1: “AGSC’'s total operating expenses are
charged back, at cost...”
the SEC form U-13-60 represent operating
expenses and credits to operating expenses, and
are “above the line” transactions. What Mr.
Morley, does not say in his testimony is that
“at cost” can be negative, as clearly shown by
the holding company’s negative entry or credit
of $8.136 million in the U-13-60. Thus if
“AGSC’s total operating expenses are charged
back, at cost...” as Mr. Morley says, the
negative entry or credit of $8.136 million in
the parent company’s indirect cost category
should also flow to the subsidiaries.

Therefore, entries in

It is also clear that CGC did not share any
portion of the $8.2 million credited to parent.
The U-13-60 shows that AGL Services Company’s
total billing to CGC for 2003 was $6.391
million and for 2002 the amount was $6.068
million. These figures match the annual shared
services figures in CGC’s TRA form 303 for 2002
and 2003. Therefore, it is clear CGC has
received no portion of the $8.1 million
negative cost held by the parent company.

In your opinion, by what means has the parent
company acquired the $8.1 million negative
credit in 2003?

In my opinion, the parent company acquired the
$8.1 million negative credit in 2003 through
Sequent’s dual practice of sharing in the

CAPD Witness Brown - Direct Docket 04-00034
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profits from its use of CGC’'s “idle” and
“underutilized” assets while at the same time
imposing additional direct charges on CGC for
Sequent’s use of CGC’s “idle” assets.

Do you know if there is any precedent for AGL’s
practice of holding negative costs at the

parent level instead of redistributing those as
credits to the subsidiaries operating expenses?

I do not know of any precedent for AGL’s
practice. Because KeySpan is one of the
comparable companies, I reviewed all of
KeySpan’s SEC forms U-13-60 that were available
on the SEC’s website. The forms are public and
available for 2001 through 2004. I also
reviewed the U-13-60 forms for Consolidated
Natural Gas (CNG)for 1997 through 1999, a time
when Virginia Natural Gas was a subsidiary of
CNG before AGL Resources purchased VNG.
However, I found nothing suggesting that AGL
Resources’ practice has a precedent.

In my confidential testimony I provide my
opinion regarding the redacted amount of
“direct costs” billed to CGC and whether that
amount is low enough, in comparison to the $2.5
million adjusted profits allocated to CGC’s
customers, to meet the SEC’s definition that
Sequent’s transactions provide benefit for CGC.

CAPD Witness Brown - Direct Docket 04-00034
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Also, in my opinion the $2.5 million should be
accounted for in this rate case as a reduction
to CGC’s costs. This procedure would recapture
CGC’s portion of the $8.2 million of “negative
costs” or operating expense credits permanently
retained by the parent.

In your opinion, has AGL Resources
provided any testimony explaining how Mr.
Morley’s claim, that all of AGL’s services
are provided “at cost” accords with
CFR250.91?

No. In my opinion, AGL Resources has
provided no testimony explaining how Mr.
Morley’s testimony accords with CFR250.91.

In your opinion as an economist, are
transactions between Sequent and CGC
exempt from Section 13 of the Act?

No. In my opinion as an economist the
transactions are not exempt from Section
13 of the Act.

What is the SEC rule regarding
transactions that could be exempt from
Section 13 of the Act?

CAPD Witness Brown - Direct Docket 04-00034
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The SEC’s rules regarding exempt
transactions appears in CFR250.80 and
CFR250.81. L

CFR250.80 says:

”§ 250 80 Definitions of terms used in rules under
section 3.

“As used in the rules and regulations under section 13 of
the Act (49 Stat. 825; 15 U.S.C 79m), unless the context
otherwise requires:

“(a) Service means any managerial, financial, legal,
engineering, purchasing, marketing, auditing, statistical,
advertising, publicity, tax, research, or any other service
(including supervision or negotiation of construction or
of sales), information or data, which is sold or furnished
for a charge.

“(b) Goods means any goods, equipment (tncluding
machinery), materials, supplies, appliances, or similar
property (including coal, oil, or steam, but not including
electric energy, natural or manufactured gas, or utility
assets) which is sold, leased, or furnished, for a charge.

“(c) Construction means any construction, extension,
improvement, maintenance, or repair of the facilities or
any part thereof of a company, which 1s performed for a
charge ”

CFR250.81 says:

$ 250 81 Exempted transactions
CAPD Witness Brown - Direct Docket 04-00034




T S G G G G S
N B W N = © VW 0 2N U hWN

N T e N
O 00 ) O

NN
—_ O

22

32

17

20

34

Q _100.

Page 71 of 124

“Unless otherwise expressly provided, the rules,
regulations, and orders of the Commission pertaining to
the performance of services or construction or the sale of
goods shall not be applicable to the sale of water,
telephone service, transportation, or a similar commodity
or service, the sale of which is normally subject to
public regulation,[emphasis added By CAPD] or to the
furnishing of services, construction, or goods, to a
customer incidentally to such a sale; and such
transactions shall be exempt from the provisions of
section 13 of the Act (49 Stat 825, 15 U.S C. 79m) and
the rules and regulations there under. Provided, That,
where any such transaction 1s with an associate company
in its capacity as a consumer, comparable services, ‘
construction, or goods are offered to customers other
than associate companies on terms which are
comparable having due regard to any differences of
quality or quantity "

In your opinion, how is Sequent profiting
from its transactions with CGC?

In my opinion Sequent 1s using CGC’s
natural gas transmission and storage
capacity to serve buyers who are not
within the regulatory jurisdiction of the
TRA. These transactions are commonly
called “nonjurisdictional sales.”

In your opinion, are Sequent’s
“nonjurisdictional sales” regulated by the
TRA?

CAPD Witness Brown - Direct Docket 04-00034
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In my opinion Sequent’s “nonjurisdictional
sales” are not regulated by the TRA.

In your opinion are Sequent’s
nonjurisdictional sales “normally subject
to public regulation” as the SEC requires
for a sales transaction to be exempt from
the SEC rules?

No. In my opinion Sequent’s
nonjurisdicﬁlonal sales are not normally
or actually “subject to public regulation”
by the TRA.

Therefofe, Sequent’s “idle” capacity
transactions for CGC are not transactions
exempt from the SEC’s “at cost” rules.
There is no “exemption” basis for AGL
Resources to retain profits Sequent made
on its use of CGC’s assets. AGL Resources
is obliged to redistribute at least a
portion the $8.136 million to CGC, where
that portion is equal to the losses
Sequent has imposed on of CGC’s assets for
nonjurisdictional sales. AGL Resources 1is
obliged to redistribute not only the
losses imposed in 2003 but in all years
since AGL Resources became a registered
holding company obliged to follow the
SEC’s rules. '

CAPD Witness Brown - Direct: Docket 04-00034
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In your opinion does it make economic sense for
Sequent to use CGC’'s “idle” or “underutilized”
capacity to give CGC profits that CGC would not
otherwise have?

Yes, provided the SEC’s rules are applied to
each transaction. Otherwise, in my opinion, it
does not make economic sense because this is a
case of “putting the cart before the horse.”
Allowing Sequent to profit from CGC’s “idle” or
“underutilized” capacity without applying the
SEC’s rules gives the holding company an
incentive to create “idle” and “underutilized”
capacity, thereby reserving more capacity than
CGC needs in the first place. Applying the
SEC’s “at cost” rules to the Sequent-CGC ™“idle”
capacity transactions eliminates the holding
company’s incentive to reserve excess capacity
and profit from it. Thus the SEC’s “at cost”
rules are good economics: They cause the
holding company’s capacity planning to focus on
CGC’s customer load rather than blending CGC’s
customer load with all the side-deals aimed at
improving the holding company’s profit margin.

What is your opinion of the

representations AGL makes in the U-9C-3,
footnotes (a) and (b)?
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In my opinion the representations are
contradictory and cast doubt on the
accuracy of AGL Resources’ financial
reporting procedures. Footnote (a) says
“all services are being provided at cost”
while footnote (b) says Sequent “pays for
costs incurred.” But i1f “Sequent pays for
costs incurred” then there is no reason
for Sequent to bill direct charges to CGC.
If Sequent were paying for “costs
incurred”, there would be zeroces, “0”,
entered in the cost-columns of the U-9C-3
instead of the double-star image, “**.”
The double-star image clearly means that
there is a billing-flow (one that the
holding company wants to keep
confidential) between Sequent and the
three natural gas distribution
subsidiaries.

AGL’s contradictory language in footnotes
(a) and (b), and AGL’s arbitrary retention
of $8.136 million of operating expense
credits at the parent are further reasons
to doubt the accuracy of AGL Resources’
financial reporting procedures with
respect to the actual profitability of its
regulated subsidiaries.

VIiZ.

Short-term Debt Cost

Q 104.

In your opinion what is the cost of short-term

debt?
CAPD Witness Brown - Direct Docket 04-00034
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In my opinion in the cost of short-term debt is
1.26%. The derivation of that figure is shown
in two steps, as indicated in my Schedules 16
and 17. In March 2001 AGL Resources filed with
the SEC a form U-6B-2 which provides details
for approximately 130 of AGL’s commercial paper
transactions from October 2000 through December
2000. The U-6B-2 is the only source I have
found in public records which provides detail
on AGL Resources actual performance in the
short-term debt market.

The data from the U-6B-2 form is in my Schedule
16, which derives AGL’s short-term interest
rate actually achieved for each month. For the
three-month period as a whole AGL Resources
paid a rate of 7.08%. In Schedule 17, I
compared AGL’s historical performance to the
Federal Reserve Board’s (FRB) data on
commercial paper transactions for the same
historical period. For the three-month period
of October 2000 through December 2000 AGL paid
a rate of 7.08%, and the FRB’s data shows that
the averagé rate for 30, 60, and 90-day
maturities was 6.47% in that same three-month
period. This establishes that AGL paid a short-
term rate approximately 10% higher than the
FRB’s data suggests.

CAPD Witness Brown - Direct Docket 04-00034
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In Schedule 17 I applied the 10% ratio to the
current FRB data for commercial paper rates for
the 12 months of March 2003 through February
2004. The average in that time period was
1.156%. Therefore, the short-term cost to:use
in this case 1s 1.265%.

What short-term debt cost does Mr. Morleyfuse?
Mr. Morley uses a figure of 2.69%.

Does Mr. Morley provide any record of
commercial paper transactions to support his
figure of 2.69%? '

No. Mr. Morley does not provide any record of
commercial paper transactions to support his
figure of 2.69%. According to the company’s
response to CAPD discovery request no. 5: .

“The 2 69% cost  is not calculated using existing
short-term notes or commercial paper”’

Rather than use any history from AGL Resources
extensive commercial paper program that began
four years ago, or any current short-term debt
cost, the company uses a “synthetic forward
rate” based on the London Inter Bank Offering
Ratebanking. |

Do the transactions you refer to in the U;GB-2
form indicate if the interest was prepaid?

CAPD Witness Brown - Direct. Docket 04-00034
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Yes. the transactions in the U-6B-2 form
indicate the interest was prepaid.
Should the figures of 7.08% and 1.156% which
you calculated be raised slightly to reflect
the prepayment of interest? |

No. Those figures should not be raised. T@e
workpapers provide by the firm of Work & Greer,
which document the working capital analysis for
CGC, indicate the calculation of working
capital already includes the effect of.prépaid
interest. If the prepayment were also reflected
in the short-term debt the effect would bé to
double count the prepayments. ;

VIII.

Preferred Stock Ratio In the
Capital Structure and Preferred
Stock Cost.

Q 109.

A_109.

In this rate case is preferred stock being
treated by AGL Resources as equity?

No. Preferred stock is not being treated és
equity. Preferred stock is being treated as
debt, meaning that the payment of preferréd
dividends are treated as if it were an interest
expense. '

CAPD Witness Brown - Direct: Docket 04-00034
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In your opinion what preferred stock ratio
should be should be used in the capital
structure?

In my opinion the ratio of 0.0% should be used.
Why do you have that opinion?

I have that opinion for three reasons.
Preferred stock is a financing tool rarely used
by comparable companies. The comparable
companies as a whole have just a 0.6% preferred
ratio; AGL’s rates on the preferred stock are
high enough to appear unreasonable; and, in
Virginia AGL Resources has not applied any
preferred stock to the capitalization of its
subsidiary Virginia Natural Gas

My Schedule 18, pages 1 and 2, shows VNG's
capital structure which includes the effects of
AGL Resources recapitalization of that
subsidiary in the VSCC’s cases PUE-2002-00515
and PUE-2003-00548.

There is no preferred stock in the proforma
capital structures of June 2002 and June 2003,
even though AGL Resources had the option of
applying preferred stock to VNG’s capital
structure, as indicated in AGL Resources’
application and in my Schedule 18. Thus, there
is no good reason for Chattanooga’s ratepayers
to shoulder the burden of what appears to be
very expensive capital stock and arbitrarily
assigned to CGC.

CAPD Witness Brown - Direct Docket 04-00034
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For example, according to AGL Resources’ SEC
form 424B1 filed on May 15, 2001, the company
issued 6 million shares at 8% at an offering
price of $25 per share. According to that
document the underwriters’ fees were $4.725
million. In addition, AGL Resources wrote:

“We wtend that the net proceeds from the sale of the
Trust Preferred Securities (estimated to be $144,733,700
after payment of fees and expenses in the offering) . ”

In other words, AGL Resources paid $154.75
million to garner $145 to $146 million, or
about 6 to 7 cents on the dollar.

Has AGL Resources provided any evidence in this
case supporting the reasonableness of those
costs?

No. AGL Resources has not provided any such
evidence.

Has the Tennessee Regulatory Authority ever
approved any preferred stock or preferred

security issues of AGL Resources or CGC?

No. The Tennessee Regulatory Authority has not
approved any such issues.

Did CGC have preferred stock in its last rate
case before the TRA?

CAPD Witness Brown - Direct. Docket 04-00034
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Yes. CGC had preferred stock in its last rate
case before the TRA.

If preferred stock was in the last case, then
how is the current case different?

The current case is different for a few
reasons. All the preferred stock that was in
the last case has been retired and replaced by
two higher-cost preferred issues, one at $575
million for 8.17% issued in 1997 and a $150
million issue for 8% issued in 2001. AGL
Resources was not a registered holding company
in the last case. Then CGC operated as direct
subsidiary of Atlanta Gas Light and any
preferred cost assigned CGC had to pass through
Atlanta Gas Light first. Now CGC is a direct
subsidiary of the parent, which assigns
preferred cost on a discretionary basis. As I
have pointed out, AGL Resources has chosen not
to allocate preferred stock to VNG, despite
going through two different applications in
Virginia.

If the parent's costs are the basis for setting
a subsidiary's rates, then isn't it true that
the absence of preferred stock in VNG's capital
structure is not related to CGC's capital
structure?

No, it is not true. There is relationship
between the capital structures of VGC and CGC:
to the extent that one subsidiary's rates
incorporate preferred stock while the other’s
CAPD Witness Brown - Direct: Docket 04-00034
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does not, the parent's actual cost of preferred
are borne by one subsidiary but not the other.
This is example of the parent shifting costs
between its subsidiaries, except 1in this
instance the cost is not shifted by the holding
company recording an amount in an accounting
ledger. Instead, the holding company shifts the
cost by including it in the company’s proposed
capital cost in this regulatory proceeding.

In addition, AGL Resources application of
preferred stock to one subsidiary but not
another emphasizes the arbitrary nature of the
capital structure created by the parent for
this rate case. Also, AGL Resources has already
been before the VSCC for two financing cases
where no preferred stock is allocated to VNG,
thus AGL Resources is not likely to reverse its
policy and present a VNG-rate-case in the
future where preferred stock is suddenly a part
of VNG’s capital structure. Thus CGC has been
singled out to bear the burden of preferred
stock.

Isn't your setting of the preferred stock ratio
to zero percent arbitrary?

No, it is not arbitrary. I have already pointed
out that preferred stock is rarely used by the
comparable companies and that its cost i1s high
enough to appear unreasonable. In addition,
setting the preferred ratio to zero produces a
reasonable result.
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For example, my Schedule 9 shows AGL Resources
ekpects its total debt cost to be 5.5% in 2004.
This figure balances back to a weighted cost of
debt in my capital structure, where the total
debt ratio is 57.5%, which is the sum of 44.6%
(the long-term debt ratio) and 12.9% (the
short-term ratio). With regard to debt, 77.56%
is long-term debt valued at a cost 6.74% and
22.44% 1s short-term valued at 1.265%. The
weighted average of these numbers -- .0674
multiplied by .7756, plus .2244 multiplied by
.01256 - is 5.51%, which is AGL’s Resources
expected total debt cost in 2004 shown in my
Schedule 9.

A preferred ratio of zero 1s reasonable because
it brings CGC’s total debt cost to the same
total debt cost of the parent, which is the
principle of double leverage. For the same
reasons my calculation of 1.256% cost for
short-term debt is reasonable, because it
brings CGC’'s total debt cost to same total debt
cost as the parent. Therefore, the commercial
paper rates shown in the company’s response to
the TRA staff request, “TRA Econ #1, Data
Request No. 8,” are a basis for the short-term
rate in this case only i1f they conform to the
parent’s total debt cost of 5.5% in 2004.

What cost of total debt has Mr. Morley
testified to?

Mr. Morley has testified to a total debt cost
of 6.65%, an amount that can be derived quickly
CAPD Witness Brown - Direct Docket 04-00034
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from his exhibit MJM-4 Schedule 1: take the
weighted average cost of total debt, 3.56%, and
divide by the total debt ratio of 53.1%, the
result is 6.65%. But according to my Schedule
9, AGL had an actual total cost of debt of
6.09% 1in 2002. Thus Mr. Morley's total debt
cost of 6.65% has not been experienced by AGL
Resources since 2001, when it had a total debt
cost of 6.89%. Therefore, CGC’s proposed total
debt cost has a built-in “spread”, just as the
short-term debt cost has(a built-in “spread,”
which Mr. Morley indicated in testimony page 18
line 21.

IX. Long-term Debt Cost

Q 119. In your opinion what is the cost to apply to
the long-term debt in this case?

a_119. I accept Mr. Morley’s estimate of 6.74% as the
cost for long-term debt in this case. That is
the cost to apply in this case to my debt ratio
of 44.6%.

X Cost of Equity

Q 120. What is Dr. Morin’s opinion on the equity

return that should be granted in this case?

CAPD Witness Brown - Direct Docket 04-00034




o

O 0 N1 O »n k= W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

A_120.

Q 121.

A_121.

Q 122.

A 122.

Page 84 of 124
Dr. Morin’s opinion is that an equity return of
11.25% be granted in this case.

How many different cost-of-equity methods does
Dr. Morin employ to reach his opinion?

Dr. Morin employs four cost-of-equity methods.
In his order of presentation those methods are
- the Capital Asset pricing Model (CAPM), the
Historical Risk Premium (HRP), the Allowed Risk
Premium (ARM), and Discounted Cash Flow (DCF).

In your opinion, are all of these methods a
standard way to arrive at the cost of equity?

No. In my opinion two of his methods, the ARP
and HRP are not standard.

Dr. Morin’s ARP relies on the rate-of-return
decisions by several state commissions since
1994. In his testimony at page 30, lines 20-22,
Dr. Morin describes the allowed premium: "I
also examined the historical...returns on
equity allowed by regulatory commissions over
the last decade...[and] found the average ROE
spread over long-term Treasury yields was 5.1%
for...1994-2003."

CAPD Witness Brown - Direct Docket 04-00034
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Dr. Morin has brought the results of those
several unnamed rate cases into this particular
rate case for CGC and its parent, AGL
Resources, but he has not brought any
underlying facts from those cases into this
particular rate case. Nor has he made available
the orders from those cases, nor has he
identified the companies in those cases, nor
has he identified the dockets so the orders
could be acquired from public records. Dr.
Morin does not testify that the companies in
those cases are comparable companies.
Therefore, my opinion is to disregard Dr.
Morin’s ARM as a valid method to arrive at the
cost-of-equity in this case.

Dr. Morin’s HRP 1is not standard. His HRP 1is
impossible to crosscheck and verify because it
is not based on the comparable natural gas
distribution companies which Dr. Morin
identifies in his schedules RAM-2 and RAM-9.
The HRP model is based on a natural gas company
index with unknown members for the past 50
years. The HRP model is a contrast to Dr.
Morin’s CAPM and DCF models, where each
specifically uses comparable-company data that
can be verified through alternative data
sources.

Therefore, my opinion is to disregard Dr.

Morin’s HRM model as a valid way to determine
the cost-of-equity in this case.

CAPD Witness Brown - Direct. Docket 04-00034
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What reasons does Dr. Morin offer to support
his opinion that 11.25% is the cost-of-equity
in this case?

Dr. Morin offers several reasons for his
opinion, all of which center on two ideas --
investors must be compensated for the risk they
are taking and the investor’s risk is measured
by reference to the cost of long-term debt
which has to be less than the cost of equity.

In his testimony at page 9 line 26, Dr. Morin
quotes the U.S. Supreme Court’s Permian

decision with regard to risk:

“ [the] regulatory agency’s rate of return order should
‘. fairly compensate investors for the risks they have

3

assumed...

Dr. Morin then develops a risk measure that
depends on long-term debt cost. Each of his
four cost-of-equity methods the CAPM, HRP, ARP
and DCF is dependent on long-term debt cost as
the measure of risk.

Consider his testimony regarding his CAPM
analysis, which is the first analysis he
presents.

At page 21 lines 4-5:

“Long-term rates are the relevant benchmarks when
determining the cost of common equity rather than short-

term or intermediate-term interest rates.’
CAPD Witness Brown - Direct Docket 04-00034
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At page 22 line 3:

»

“Since common stock is a very long-term imvestment
At page 25 lines 9-10:

“Only over long time periods will investor return
expectations and realizations converge.”

His reliance on long-term debt cost is woven
into his other methods.

Regarding the HRP he testifies at page 29 lines
13-15:

“The average risk premium over the period was 5.7%
over long-term Treasury bonds.”

Regarding the ARP he testifies page 30 lines
20-22:

"To estimate the Company’s cost of common equity, I
also examined the historical risk premiums implied in the
returns on equity (“"ROE”) allowed by regulatory
commissions over the last decade relative to the

contemporaneous level of the long-term Treasury bond
yield.”

Regarding his DCF analysis, Dr. Morin
eliminates any result where the equity return
is less than long-term debt. At page 39 lines
19-21 he testifies:

CAPD Witness Brown - Direct. Docket 04-00034
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“If the three companies whose ROE estimate is less than
these companies’ cost of long-term debt [then these
companies] . are eliminated from the computation of
ROE.”

Clearly, in Dr. Morin’s analysis the debt
investor is the horse and the equity investor
is the rider.

In your opinion are equity investors making
investments in AGL Resources and the comparable
companies where the investment’s duration
approximates the duration of a long-term
investment?

No. In my opinion equity investors are not
making investments in AGL Resources and the
comparable companies where the investment’s
duration approximates the duration of a long-
term debt investment.

What is the basis of your opinion?
My opinion 1s based on the turnover rates of
stock ownership for AGL Resources and for each

comparable company.

I gathered daily trading history for each stock
going back several years.

For example, Yahoo’s web site on internet,
http://chart.yahoo.com/d, has historical

trading data, as does America Online.

CAPD Witness Brown - Direct Docket 04-00034
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My Schedule 19 shows my analysis. At page 1 of
Schedule 19, AGL is shown to have 63.7 million
shares outstanding according to its most recent
SEC Form 10-K. In my analysis I assumed there
would be little difference in stock outstanding
on March 26, 2004 and the amount provided in
the 10-K. At page 2 of Schedule 19, for
example, 182,000 shares of AGL Resources were
traded on March 23, 2004. I added up the shares
traded, starting from March 26, to March 25 and
so on, until I reached a date where the total
number of shares traded was equal to or greater
than the number of shares outstanding. That ‘
date 1is shown on page 1, in the column titled
“100% TurnOver Since.”

For AGL Resources, 100 percent of the shares
turn over within about one year. The other
companies have slower turnover rates but the
slowest rate is three years.

Do these results reflect the behavior of any
single individual or institutional investor?

No. These results do not reflect the behavior
of any single individual or institutional
investor. The results reflect the behavior of
all investors as a whole.

In your opinion, do these results confirm Dr.

Morin’s opinion that “common stock is a very
long-term investment?”

CAPD Witness Brown - Direct Docket 04-00034
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No. In my opinion these results contradict his
opinion, and reveal the economic contradictions
in his testimony.

For example, Dr. Morin quotes the U.S. Supreme
Court’s Permian decision to suggest that the
TRA’s order for this case should “fairly
compensate investors for the risks they have
assumed...” but at the same time he dismisses
equity investors’ holding period as irrelevant:

“The expected common stock return is based on very
long-term cash flows, regardless of an individual's
holding time period. [Morin page 22 line 3]”

By Dr. Morin’s methods, an investor who holds
AGL Resources stock for one year is taking a
risk that merits a return of 11.25%, more than
twice the rate for a debt investor who commits
for thirty years at 5.3%.

This is an unreasonable position, and Dr. Morin
reached it through his widely different
treatment of the duration of investment for
equity and debt holders. According to Dr.
Morin’s testimony debt investors have an
“investment planning period” ([Morin page 22,
line 15] and equity investors have - -the
“investor's planning horizon” [Morin page 21,
lines 14-15].

According to Dr. Morin the debt holder takes a
very long view of the market. At page 21 line 3
and page 22 line 10 Dr. Morin testifies:

CAPD Witness Brown - Direct Docket 04-00034
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"As a proxy for the risk-free rate, I have relied on the
actual yields on thirty-year Treasury bonds . ”’

“While long-term Treasury bonds are potentially
subjected to interest rate risk, this is only true if the
bonds are sold prior to maturity A substantial fraction of
bond market participants, usually institutional investors
with long-term liabilities (pension funds, insurance
companies), in fact hold bonds until they mature, and
therefore are not subject to interest rate risk ”

But Dr. Morin’s analysis does not hold equity
investors to a thirty-year planning horizon.
Instead, Dr. Morin’s analysis gives equity
investors plenty of leeway for their
“investment horizon” testifying only that:

“yields on 90-day Treasury Bills typically do not match
the equity investor's planning horizon. Equity investors
generally have an investment horizon far in excess of 90
days [Morin page 21, lines 14-15] ”

Thus Dr. Morin’s analysis rests on an economic
contradiction. Debt holders stay put for 30
years, and equity holders stay put for at least
90 days.

CAPD Witness Brown - Direct Docket 04-00034
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Dr. Morin’s recommended rate of 11.25% is a
composite of all 4 cost-of-equity methods he
employs, but his disparate treatment of debt
and equity investment is an unreasonable
position, not only in view of AGL Resources
5.5% total debt cost, but also in light of the
prevailing equity returns in the American
economy .

What is the prevailing equity return in
the market?

My Schedule 20 displays the prevailing
return on equity in our economy. The
schedule shows a range of equity returns
for approximately 5600 companies for the
twelve months ending March 2004. The
information.is compiled by MorningStar, a
data base firm that maintains a data base
on stocks, mutual funds and tracks their
performance. MorningStar is a subscriber
service and the information can be
accessed through the internet.

One-half of the stocks achieved equity
returns of less than 7%. Less than one-
third achieved returns higher than 11
percent, which i1s the company’s requested
return.

CAPD Witness Brown - Direct: Docket 04-00034
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What is your opinion of Dr. Morin’s DCF
analysis shown in his exhibits RAM-6 and
RAM-77?

In my opinion his DCF analyses are flawed
in three ways. They includes companies
that I do not consider as part of the
analysis, -UGI and Energen which I exclude
because in my opinion they are not
comparable - and AGL Resources itself
which a 100% owner of CGC. Dr. Morin’s DCF
analysis includes unreasonable dividend
growth rates from Value Line. The analysis
includes a compounding method explicitly
rejected by the TRA when I proposed that
method in 1997. I also note for the record
that Dr. Morin’s DCF analysis excludes
Amerigas and Southern Union without any
explanation even though he includes them
in his exhibits RAM-2 and RAM-9.

Have you performed a DCF analysis?

Yes. I have performed a DCF analysis, and
it consists of correcting the flaws in Dr.
Morin’s DCF model.

What steps did you take to correct the
flaws?

CAPD Witness Brown - Direct Docket 04-00034




O 00 1 O W\ b W N

[ T N R e I = T R e R e T e T e e ]
— O O 0 ~ N U p~WN = O

22

A 131.

Page 94 of 124

The steps I took were: 1) eliminating AGL
Resources, Energen, and UGI from the
companies listed in exhibits RAM-5 and
RAM-6; 2)not accepting Value Line’s
projected growth rates employed by Dr.
Morin in exhibit RAM-6; 3) relying in part

‘on the projected growth rates by Zack’s in

exhibit RAM-5; 4) supplementing Zack’s
growth rates with additional growth rates
from Yahoo; 5)averaging all the growth
rates; 6) averaging the current dividend
yields from Value Line and MorningStar;
7)not accepting the “expected dividend
yield” shown in column (4) of exhibits
RAM-5 and RAM-6. I calculated a DCF equity
return of 9.28%, which is the sum of a
dividend yield of 4.6% and a growth rate
of 4.68%.

Schedule 21 displays a comparison of my
comparable companies’ current dividend
yields from two sources, MorningStar’s
database and Value Line’s. There is little
difference between the current dividend
yields, regardless of the source.

CAPD Witness Brown - Direct Docket 04-00034
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Once the current dividend yields were
established as reasonable, the next
consideration was an assessment of Dr.
Morin’s dividend growth rates, which are
actually Value Line’s projected earnings
rates which Dr. Morin uses as a surrogate
or proxy for dividend growth rates.

In the 1997 rate case involving AGL
Resources I accepted Value Line’s growth
projection. However, AGL’s actual
performance never came close to that
projection. That experience, combined with
my review of the comparable companies’
dividend history, persuades me that Value
Line’s projections are not credible.

Schedule 22, pages 1-10, displays a
history of dividend growth for all the
comparable companies. Regarding AGL
Resources’ earnings and dividends,
Schedule 23 page 1 displays Value Line’s
forecasts from 40 different publication
dates ranging from January 1994 to
December 2003. Those 40 different issues
are not provided as schedules in my
testimony but they are attached in the
appendix.

CAPD Witness Brown - Direct. Docket 04-00034
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Schedules 22 and 23 taken together prove
that most of Value Line’s projected growth

rates are unprecedented: Atmos - 9%
projected growth versus actual growth of
2% - 3% over 5 years; KeySpan - 7.5%

projected growth versus no growth; LaClede
- 5.5% projected growth versus no growth;
New Jersey - 8.5% projected growth versus
actual growth of 2%-3% over 5 years;
Northwest - 5% projected growth versus
actual growth of 1% - 2% over 5 vyears;
Peoples - 4% projected growth versus
actual growth of 2% over 5 years; Piedmont
— 7.5% projected growth versus actual
growth of 5.7% over 5 years; Southwest -
9.5% projected growth versus no growth
over at least 5 years; WGL - 7% projected
growth versus actual growth of 2% over 5
years. The only projection that is not
without precedent is Nicor’s - 3%
projected versus actual growth of 4% - 6%
over five years.

Therefore, my opinion is that Value Line’s
projections are not credible. Further
substantiation is provided in my Schedule
23 page 2. It displays my analysis of the
accuracy of Value Line’s forecast
regarding AGL Resources. Value Line has
always over-forecasted AGL Resources’
dividends. Four out of five times Value
Line has over-forecasted AGL Resources’
earnings.

CAPD Witness Brown - Direct Docket 04-00034
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1 Most ©of the companies have an actual

2 dividend growth performance not unlike AGL
3 Resources, where long periods of no or

4 little growth punctuated by an occasional
5 increase. )

6

7 For example, after several years of

8 keeping its dividend at a fixed amount,

9 AGL has raised its annual dividend by 4%
10 two years in a row:

11

12 "04-28-04 01 49 PM EST | ATLANTA --(BUSINESS
13 WIRE)--The Board of Directors of AGL Resources

14 (NYSE- ATG) today approved a 4 percent increase in the
15 AGL Resources common stock dividend The increase
16 raises the quarterly dividend to $0.29 per share, for an
17 indicated annual dividend of 81.16 per share. It also

18 marks the second annual dividend increase, following a 4
19 percent increase in April 2003 . ”

20

21 At the same time of its press release, AGL
22 Resources’ current dividend yield was

23 3.92%, or about .7% below the average

24 yvield of 4.6% for the comparable

25 companies. If the DCF method were applied
26 directly to AGL Resources alone as of May
27 1, 2004, the company’s investors would

28 have an equity return equal to the sum of
29 dividend yield and dividend growth, or

30 7.92%, which 1s the sum 3.92% and 4%.

31
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AGL Resources most recent growth is much
more like the ZACK'’s growth rate in Dr.
Morin’s exhibit RAM-5, once AGL Resources,
UGI and Energen are removed from the list.
But even ZACK’s figures are above the
actual performance of the comparable
companies.

I compared Zack’s growth rates to 5-year
growth rates published by Yahoo. The
results are displayed in Schedule 24,
where I averaged the growth rates from the
two different sources.

In your opinion, what is the appropriate
equity return based on the DCF analysis?

In my opinion the appropriate equity
return ‘based on the DCF analysis is 9.28%,
which 1s the sum of the 4.68% growth rate
in my Schedule 24 and the current dividend
yield of 4.6% in my Schedule 21.

Does your DCF equity return of 9.28% include
the effect of the company compounding its rate

of return?

No. My DCF equity return of 9.28% does not
include the effect of compounding.

CAPD Witness Brown - Direct. Docket 04-00034
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For example, in TRA Docket 97-00982 I testified
that compounding a gives a company the
opportunity to earn about ong—half percent more
on its return than what is granted. In this
instance a DCF return of 9.28% when compounded
throughout a year gives AGL Resources an ,
opportunity to earn about 9.75%. In the last
docket the TRA found: “The Directors rejected
Dr. Brown’s compounding theory that formed the
basis of his 10.55% cost of equity [TRA Docket
97-00982 , final order, page 50}.” However, Dr.
Morin’s DCF analysis builds in compounding.

For example, in his exhibit RAM-5 he compounds
(multiplies) the current dividend yield in
column (2) by the growth rate in column (3),
and the result is a compounded dividend yield
in column (4). Thus his DCF cost of equity is
9.7% in column (5) instead of 9.5% in column
(4). In effect, Dr. Morin has applied
compounding to augment his DCF return by about
one-quarter of a point. To the extent that the
TRA has previously rejected compounding as a
method to augment returns, Dr. Morin’s
compounding is inconsistent with the TRA’s
order in Docket 97-00982.

In Dr. Morin’s exhibit RAM-5, is 9.7% the DCF
return the return on equity?

No. In Dr. Morin’s exhibit RAM-5, 9.7% is not
the DCF equity return. Dr. Morin identifies an
equity return of 9.9%, shown in column (6) of
his exhibit RAM-5.

CAPD Witness Brown - Direct Docket 04-00034
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The difference between 9.9% and 9.7% is his so-
called “flotation adjustment,” which is his
effort to recoup the market’s discounting of
AGL Resources’ stock-offerings, whether in the
past or the future. Dr. Morin explains his
“flotation adjustment” in his testimony at page
40 lines 7-17 and page 41 lines 6-7:

“The simple fact of the matter 1s that common equity
capital is not free. Flotation costs associated with stock
issues are exactly like the flotation costs associated with
bonds and preferred stocks. Flotation costs are incurred,
they are not expensed at the time of issue, and therefore
must be recovered via a rate of return adjustment. This is
done routinely for bond and preferred stock issues by
most regulatory commissions, including FERC and the
TRA. Clearly, the common equity capital accumulated by
the Company is not cost-free . . it is unreasonable to
ignore the need for such an adjustment. Flotation costs
are very similar to the closing costs on a home morigage
In the case of issues of new equity, flotation costs
represent the discounts that must be provided to place the
new secunities.. . it 1s necessary to apply an allowance of

bR

5% to the dividend yield component of equity cost

In your opinion is it appropriate to include
so~-called “flotation costs” in the equity cost?

No, in my opinion it is inappropriate, as

revealed by what Dr. Morin does not say and by
the contradictions in Dr. Morin’s argument.

CAPD Witness Brown - Direct Docket 04-00034
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Dr. Morin does not mention that AGL Resources’
stock is trading well above its book value, and
that AGL has already reaped a premium from any
stock issue where the stock’s issue value
exceeds the book value. Dr. Morin’s “flotation
cost” is just one more premium added to that
premium the stockholders have already paid, but
he wants the ratepayers to pay for that
additional premium.

Dr. Morin’s “flotation adjustment” is a method
where ratepayers are in effect compensating the
company for the market’s judgment. Continuing
with this example, suppose AGL Resources makes
a stock offering at $25 a share and the public
bids only $24, thus the company gets only 965%,
or 5% less than what it wanted. According to
Dr. Morin, the ratepayers are liable for the
difference. Thus he seeks to negate the demand-
supply relationship for capital costs which he
invokes in his testimony at page 5, lines 10-
11:

“Two fundamental economic principles underlie the
appraisal of the Company’s cost of equity. one relating
to the supply side of capital markets, the other to the
demand side ”

CAPD Witness Brown - Direct Docket 04-00034
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According to Dr. Morin, what the market takes

away, the regulatory agency should give back.
But his logic has been rejected once before in
Tennessee. In TPSC Dockets U-83-7226 and U-85-
7338, the Tennessee Public Service Commission
explicitly rejected Dr. Morin’s proposal to
raise the equity cost to include so-called
“flotation cost.”

Of course, common equity is not free, as
everyone acknowledges, but Dr. Morin has leapt
from that premise to one that is
unsubstantiated when he testifies that
“flotation costs ... are not expensed at the
time of issue... 1t 1is unreasonable to ignore
the need for such an adjustment.” But this begs
the question: 1f a flotation cost 1is a
reasonable expense, why doesn’t the company
book the “flotation cost” as an expense 1in the
first place? To paraphrase Dr. Morin’s
argument, the floatation cost is so dubious
that the company will not book the expense, but
it will base ratepayers’ prices on that dubious
expense i1if it 1s represented as a capital cost.
However, this is an argument that has been
rejected before in Tennessee.

What is Dr. Morin’s DCF return after removing
UGI, Energen, and AGL Resources from the
companies listed in RAM-5, and after removing
the effects of the flotation cost, the
compounding, and Value Line’s growth
projections on his estimate?

. CAPD Witness Brown - Direct” Docket 04-00034
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After removing the noncomparable companies and
effects of the flotation cost, the compounding,
and Value Line’s growth projections on Dr.
Morin’s DCF return, it falls to 9.5%, which is
also the sum of 4.2 percent and 5.3%, which he
displays in columns (2) and (3) of his exhibit
RAM-5.

How does Dr. Morin’s DCF return compare to your
DCF return 9.28 percent?

There is less difference between them, once Dr.
Morin’s improper adjustments are removed. Once
they are his DCF return is 9.5%.

In your opinion, what does the similarity
between your return and Dr. Morin’s return
imply about the DCF model?

In my opinion the similarity suggests that the
DCF is a sound model, not easily construed to
give results far from the mainstream. The DCF
model’s inputs are simple and available from
many different sources. For example, I was able
to confirm Value Line’s current dividend vields
by reference to the MorningStar database. I was
able to temper Zack’s growth forecasts with
those from Yahoo. In my opinion the public
availability of the inputs and the ease with
which they can be applied explain why the model
appears in every rate case and in every
jurisdiction, despite Dr. Morin’s testimony at
page 18 line 22 that “Caution must also be

CAPD Witness Brown - Direct Docket 04-00034
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exercised when implementing the standard
[emphasis added by CPAD] DCF model.”

However, Dr. Morin did not implement the
standard DCF model, but reached out to the
Value Line growth projections to derive a DCF
return that would not be derived from a
standard model. Furthermore, despite his DCF
warning, he pays no heed to Value line’s own
warning about 1its data:

“Factual material is obtained from sources believed to
be reliable and is provided without warranties of any
kind. THE PUBLISHER IS NOT RESPONSIBLE FOR
ANY ERRORS OR OMISSIONS HEREIN [sic]

Not only does Dr. Morin’s DCF analysis heavily
rely on Value Line’s growth forecasts, he
provides no means to evaluate those
projections. I was able to disregard those
projections only by comparing them to dividend
histories from the SEC forms and by comparing
AGL Resources actual performance to Value
Line’s past forecasts, items not generally
available in public records.

Thus to the extent Value Line’s projection are
the basis of Dr. Morin’s DCF analysis, it
suffers from the same lack of verification that
prevents his Historical and Allowed Risk
premium models from being credible, in my
opinion.

CAPD Witness Brown - Direct Docket 04-00034
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To a large extent, the same problems pervade
his CAPM analysis.

XIT.

CAPM Analysis Of Equity Return

Q 139.

A_139.

Q_140.

A_140.

Beside the Discounted Cash Flow, what
other method do you employ to reach a
cost-of-equity in this case?

Besides the DCF analysis, I employ a CAPM
model. However, just as my implementation
of the DCF model differs from DR. Morin’s
implementation of the DCF model, my
implementation of the CAPM model differs
from Dr. Morin’s implementation of the
CAPM model.

What is the CAPM model?

The model defines the cost-of-equity as
the market's risk-free rate of return plus
an estimated risk premium which is
multiplied by a beta. The risk premium is
the difference between the overall market
return and the risk-free return. The model
is often expressed by the following .
general formula:

Ke = Rf + (Rm_Rf)*Be (l)

CAPD Witness Brown - Direct: Docket 04-00034
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where

+ 1s the symbol for addition

* 1s the symbol for multiplication

K. is the cost-of-equity

Ry 1is the overall market rate of return
Rf is the risk-free rate of return

(Ra - Re)is the risk premium

B, is the beta for common stock

There is an exact correspondence between
this formula and the formula shown in Dr.
Morin’s testimony at page 20 line 14.

Dr. Morin implements the CAPM model by
substituting certain values for the values
in formula (1) shown above:

Ke = .053+ (.123-.053)*.77

or

o\°

10.69%= 5.3% + (12.3% -5.3%)*.77
the result is

10.69%= 5.3% + (7%)*.77

CAPD Witness Brown - Direct: Docket 04-00034
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In his testimony at page 28 line 14 Dr. Morin
raises the cost of equity from 10.69% to 11.1%
by multiplying the risk premium of 7% by the
term: (Be *.75)+.25, and adding the result to
10.69% to give a total of 11.1%.

Does Dr. Morin explain his reasoning for such
an adjustment?

No. In my opinion Dr. Morin has not explained
his reasoning for such an adjustment. He
testifies that he relaxes “some of the more
restrictive assumptions” of the CAPM model” and
that the “the literature is convenilently
summarized in Chapter 13 of my book...”

Has Dr. Morin provided a copy of his book or
Chapter 13 of his book so that it can be placed
into the record of this rate case?

‘No. Dr. Morin has not provided a copy of his

book or Chapter 13.

What is your opinion of Dr. Morin’s raising his
CAPM return from 10.69% to 11.1%.

In my opinion his adjustment is not justified
for the same reason his ARP and HRP methods are
not justified. His adjustment is impossible to
cross-check and verify because it is not based
on the comparable natural gas distribution
companies. My opinion is to disregard his
adjustment.

CAPD Witness Brown - Direct Docket 04-00034
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What other adjustment does Dr. Morin apply to

his CAPM equity cost?

Besides raising his CAPM amount of 10.69
percent to 11.1 percent, he adds another .3
percent for a “flotation adjustment” so that
his final CAPM equity cost is 11.4 percent, as
shown at page 28 lines 16-17 of his testimony.
Thus by means of two adjustments Dr. Morin has
nudged his 10.69 percent return to 11.4
percent. However, my opinion is to disregard
both adjustments because they are arbitrary.

How do you implement the CAPM model?

I implement the CAPM model in these steps.

Whereas Dr. Morin’s model 1is

Ke = R-f + (Rm_Rf) * Be (1)

Ke Ka + (Rp-Rg)* Be (2)

The only difference is that in my model Ky
is the cost-of-debt and substitutes for R:
in Dr. Morin’s model

The formula’s terms have the same meanings
as already discussed.

CAPD Witness Brown - Direct Docket 04-00034
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I arrived at my formula by treating debt
as if its market rate is determined in the
same way as the market rate for equity:

Ks = R + (Rq-R¢) *Bg (3)
Where By is the beta for debt capital

There is a market for debt capital just
like there is a market for equity capital.
I derived equation (2) by subtracting
equation (3) from equation (1) and the
result 1is equatioh (2) :

Ke = Kg + (Rp-Rg) *(Be-Bg) (2) .

I've assumed that Bg 1s zero, which means
that I am treating debt cost as risk free,
so that equation (2) reduces to equation
(1) but K4 substitutes for Rf This
formulation practically assures that the
equity cost will be higher than debt cost.

Therefore, the differences between Dr.

Morin’s CAPM model and my CAPM model are
not great.

CAPD Witness Brown - Direct Docket 04-00034
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For example, my Schedule 25 lists returns
to large company stocks from the period
1925 through 2002 taken from Ibbotson
Associates 2002 Yearbook - “Stocks Bonds,
Bills and Inflation,” Tables A-1 and B-1.
Column 1 lists the year, column 2 lists
the actual value of the return and column
3 lists the percentage gain or loss from
the prior year. The actual or “geometric”
return over the entire period is 10.20%,
shown at the bottom of column 2. The
‘arithmetic’ return is 12.20%. I do not
use the ‘arithmetic’ return overstates the
real return by 2%. However, in my model
10.20% is R,, the market return.

The risk free rate, R, 1is derived from
Schedule 26. In this case I am using the
three-month U.S. Treasury bills. The
three-month rate is based on a long term
perspective of the riskless rate and that
it is a better concept to use in this case
than a long-term bond or note. The risk
free rate, Rf, is 3.79% '

In your CAPM model what risk premium is derived
from the market return R,, and the market
return the risk free rate, R(?

In my CAPM model the risk premium is 6.41%,
which is the difference between 10.2% and
3.79%.

At this point, what is the practical difference
between Dr. Morin’s CAPM Model and yours?
CAPD Witness Brown - Direct Docket 04-00034
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The practical difference is in the wvalue of the
beta used in Dr. Morin’s model wversus the beta
I use. Dr. Morin’s model 1is

10.69%= 5.3% + (7%)*.77

Equity= DebtCost + (6.41%) *Beta

At this point there are just two items left to
fill-in for my model - the cost of debt and the
beta.

What debt cost are you using?
I am using a debt cost of 6.74 % because
i1t matches the long-term debt cost in this
case. In addition, as shown in my Schedule
5, AGL Resources’ long-term debt has a
large “floating” portion. There are no
public records that I know of where
“floating” debt 1s rated as fixed debt is.
For example fixed debt could be rated “a”,
“BB,” or any other of several ratings. But
since these ratings are not available for
“floating” debt, my judgment is to derive
the CAPM rate in part by accepting the
company’s 6.74% rate. Also, this amount is
higher than Dr. Morin’s rate of 5.3% and
points out the advantage to my formulation
of the CAPM model. Dr. Morin’s CAPM model
begins at 5.3%, a rate lower than the debt
CAPD Witness Brown - Direct' Docket 04-00034
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cost of 6.74%. This highlights a practical
defect of Dr. Morin’s CAPM model: it
starts more than 100 basis points lower
than debt cost, a loss that has to be
compensated for someplace else in the CAPM
model .

On the other hand, my use of 6.74% rather
than Dr. Morin’s amount of 5.3%
counterbalances my lower risk premium of
6.41%, which is about .6% lower than his
risk premium of 7%. Therefore, the main
difference between our two models lies in
the value of the beta. Where Dr. Morin
uses Value Line’s amount of .77, I use an
amount of .10. His CAPM is 10.69% and mine
is 7.4% , and the entire difference is
attributable to the betas.

The entire analysis is shown in my Schedule 27.
I note that the CAPM model, were it applied to
AGL alone, gives AGL a return of 8.25%.

What is a beta?

It is a ratio of the change in a stock
price to the change in the overall market
price or index, and there are three
possibilities. For example, if a market
index increases by 10 percent and a stock
price increases 5 percent, then the
stock’s beta 1is .5 or one-half. On the
other hand, if a market index increases by
10 percent and a stock price decreases 5

CAPD Witness Brown - Direct Docket 04-00034
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percent, then the stock’s beta is a
negative one-half. Finally, if a market
index changes and the stock price does not
change, the stock’s beta is zero.

What economic meaning is normally assigned
to the beta?

It is regarded as a measure of risk, the
higher the beta, the higher the risk.

Where are the Value Line betas in Dr.
Morin’s cost-of-capital analysis?

Value Line betas appear in Dr. Morin’s
analysis in his Exhibit RAM-2.

What are values of the betas in Dr.
Morin’s Exhibit RAM-27?

The betas’ wvalues range from a high of 1
to a low of .55.

CAPD Witness Brown - Direct Docket 04-00034
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XIIT,

Dr. Morin‘’s CAPM Analysis Relies
On Value Line Betas, Which Are
Not Standard Practice and Which
Inflate Returns

Q 153.

A 153.

Q 154.

A 154.

Do you agree that Value Line betas measure
risk?

No. I disagree because Value Line’s betas
inflate the measure of risk and are not
standard practice in the financial
industry. '

My Schedule 28 provides a comparison of
Value Line betas with other betas. The far
right column lists Value Line’s betas.
Value Line’s betas are substantially
higher than all others. Clearly, Value
Line’s betas are not standard practice. My
calculations give results consistent with
standard practice.

What is the effect of Value Line’s betas
on the estimated cost-of-capital?

Value Line’s betas lead to an overestimate
of risk and an overestimate of capital
cost.

CAPD Witness Brown - Direct Docket 04-00034
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How does Value Line calculate its betas?

Value Line reduces the calculated beta by
one-third and then adds .35 to produce an
“adjusted” beta. This adjustment to the
calculated beta makes low betas look
higher than they really are. Therefore,
Value Line’s betas do not capture or
embody changes in economic conditions.

My Schedule 29 shows the relationship
between a calculated beta and the Value
Line Beta.

My Schedule 30 is a history of Value Line
betas for AGL Resources from January 1994
through December 2003.

My Chart 1 of 3 1s a chart displaying AGL
Resources calculated beta versus the Value
Line beta. From January 1998 through
January 2004.

My Chart 2 of 3 is a chart displaying AGL
Resources calculated beta, as well as the
calculated betas for each comparable
company since January 1998.

My Chart 2 of 3 1is based on my Schedule
31, which is a table displaying the
calculated betas for five years ending -

from January 1998 through March 2004.

CAPD Witness Brown - Direct Docket 04-00034




O o0 NN Ui AW N~

W W W N NN N NN DN R NN DR /P o e e s e e e
NV = O O 00 NN AW~ O O NN R W~

) Page 116 of 124
My table and charts show that real betas
have not been in the .6 to .8 range since
early 1998. Therefore, Dr. Morin’s CAPM
analysis is predicated on betas that are
not even close to being current.

The Value Line beta masks the relative
gain or loss in a stock’s value. The beta

"is a “relative” measure in the same sense

that economic wealth is a relative
measure. It has no meaning without
reference to another measure. For example,
an annual income of $50,000 in the vyear
1900 would indicate great wealth, but the
same figure in the year 2000 would not. To
the extent the Value Line masks the real
value of a beta, the Value Line beta
overestimates the true economic return of
any company .

My Chart 3 of 3 displays a long history of
AGL Resources stock price, the S&P500
Index scaled back to 10% of its wvalue, and
the ratio of AGL’s stock price to the
scaled S&P Index. I scaled the index so
the left axis of the chart would display
the magnitude of the relative decline in
AGL’s stock wvalue. Otherwise the index
would so much larger than AGL’s stock
price that the stock’s relative decline in
value would not be noticeable.

CAPD Witness Brown - Direct. Docket 04-00034
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For example, 1in November 1987 AGL’s stock
price was about $11 per share and the S&P
index was about 230. By scaling the index
back to 23 and placing it on the same
chart as AGL’s stock price, the ratio of
AGL’s stock price to the scaled index 1is
about 45%. Starting in November 1987 and
reading the chart from left to right shows

that in 1994 the S&P index rapidly

increased while AGL’s stock price changed
just a little. The ratio of the stock
price to the scaled index fell to 10% in
late 1999, all the while AGL’s stock price
had not changed much. This is the exact
pattern that causes a calculated beta to
be low: a stock price that is more or less
constant and an index rapidly rising or
falling.

On the other hand, Value Line’s beta for
AGL Resources in no way indicates that AGL
Resources stock’s value had a long history
of falling behind the market. Therefore,
just as Value Line’s past betas mask the
decline of AGL’s stock value relative to
the market and suggest the stock’s rate of
return was more than it really was, Value
Line’s current beta overestimates the rate
of return in this rate case.

Do you know the economic basis for Value
Line’s procedure to calculate betas?

CAPD Witness Brown - Direct Docket 04-00034
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Yes. Value Line bases its procedure on an
article titled “On The Assessment Of Risk”
which was authored by Marshall Blume of
the University of Pennsylvania. Professor
Blume’s article was published in the March
1971 issue of the Journal of Finance.
Blume believed that all betas tend towards
one, which is overall market average beta
of the thousands of companies that compose
the stock market.

Blume performed a calculation to raise the
value of betas that are low and lower the
value of betas that are high. This
procedure was adopted by Value Line. The
portfolios 1n Blume’s article were formed
between the years 1926 and 1968. His most
recent portfolio is almost forty years
old. His inquiry has not been updated, and
there is no evidence that his portfolio
included gas distribution companies.

Has the issue of adjusted betas versus
calculated betas been studied?

Yes. The issue of adjusted versus calculated
betas has been addressed in several forums.

CAPD Witness Brown - Direct: Docket 04-00034




0w N1 N kW

LT S S S Y e G G U
O 0 ~1J Y L R LN = O O

20

Page 119 of 124
Financial Markets and Corporate
Strategy, (1°° Edition,1998), a standard
college financial textbook used worldwide
and authored by Professor Mark Grinblatt
of UCLA and Professor Sheridan Titman of
the University of Texas, addresses the
issue of Value Line adjusting a beta’s
value towards one. At page 175 of the book
its authors advise students of finance:
“better beta estimates might result by
shrinking the unadjusted estimates towards
an industry average rather than toward the
market average [of one].”

Another standard but older financial
textbook, Financial Management and Policy
by James C. VanHorne of Stanford
University, says at page 69 of the 7th
edition: “Adjusting historical betas 1is
difficult business because the process is
seldom clear and consistent.”

In 2002 the Australian government
commissioned a study to examine the use of
adjusted betas versus calculated betas.
The relevant report 1s: “Final Report,
Empirical Evidence on Proxy Beta Values
for Regulated Gas Transmission Activities:
July 2002 Report for the Australian
Competition and Consumer Commission,”
prepared by the Allen Consulting Group of
Melbourne, Australia.

CAPD Witness Brown - Direct Docket 04-00034
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The following conclusion appears at page
30 of the report: “Accordingly this report
uses the raw betas estimates produced by
each of the beta estimation services.” The
report can be acquired over the internet
at:

http://www.accc.gov.au/gas/br _reg iss/empi
ricalA.pdf,

http://www.accc.gov.au/gas/br_reg iss/empi
ricalB.pdf.

Also in 1998 Professor Martin Lally of the
Victoria University of Wellington,
authored an article, with the technical
and esoteric title of “An examination of
Blume and Vasicek Betas.” The article was
published in the economic journal, The
Financial Review. Professor Lally
concludes at page 192 of his article: “The

.result is a dramatic overestimate by

Blume, because a singularly relevant fact
is ignored, i.e., membership [in] an
industry whose average estimated, and
therefore presumably also true beta is
well below one.”

Is The Financial Review a professional
economics journal?

CAPD Witness Brown - Direct. Docket 04-00034
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Yes. It is a professional journal. The
Financial Review is the property of and
published by the Eastern Finance
Associlation. I also point out that Dr.
Morin has published an article in The
Financial Review in 1981, according to Dr.
Morin’s Appendix A page 8 of 8,

. Do you consider your calculated beta to be

accurate?
Yes, I consider it accurate.

What is your opinion with regard to Value
Line’s betas?

My opinion is that Value Line’s betas be
disregarded because they are inaccurate,
leading to a‘higher risk assessment than
the appropriate analysis would indicate.

In your opinion what is a just and reasonable
equity return in this rate case proceeding?

In my opinion 8.35% is a just and reasonable
equity return, consistent with current returns
in the American economy. The return is the
average of my DCF return of 9.28% and my CAPM
result of 7.4%.

In your opinion is 8.35% a credible return?
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Yes. In my opinion 8.35% is a credible return.
My Schedule 32 supports my opinion. In May 2001
the DRI-WEFA group, an economic and financial
forecasting company formed from DRI (formerly
Data Resources Inc. owned by Standard & Poor’s)
and WEFA (Wharton Econometric Forecasting
Assoclates) 1issued a repoft named “25-Year
Focus, Summer 2001 - The Four Scenarios: The
Trend Projection.” At page 17 of the report the
firm projects stock market prices to rise at
just 5.3 percent annually.

A respected economics-consulting-firm is
suggesting that a rapidly rising stock market
with high levels of growth and high equity risk
is over.

In addition, investors are holding equity for
three years at most and an 8.35% return is well
above what they can expect if they were to hold
debt for that length of time.

How does your rate of return in this case
compare to the return you recommended in TRA
docket Docket No. 97-00982? ‘

In the last case my opinion was that a return
of 10.55% was just and reasonable. That return
is 200 basis points higher than my equity
return in this case.
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Are your cost-of-equity methods in this case
different than the methods you employed in the
last case?

No. The methods are not different.

In your opinion, why is your return in this
case lower than the return in the last case?

In my opinion the returns are different because
economic conditions have changed.

In your opinion, is CGC entitled to a rate
increase because there has been no rate
increase since 19957?

No. In my opinion the absence of a rate
increase since 1995 is not a justification for
a rate increase in 2004. The rate of return is
the determining factor in assessing the need
for a rate increase, as I have already
discussed in my summary.

Why are you giving your opinion on this issue?
I am giving my opinion because the company
raises this issue at the beginning of its

entire case. Mr. Steve Lindsey testifies at
page 3 lines 10-13:
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A. REQUEST FOR RATE RELIEF
Q. When was Chattanooga Gas Company’s last rate increase?
A.  Chattanooga was last granted a general rate increase in 1995 in Tennessee
Regulatory Authonty (*TRA™) Docket No 95-02116. In 1998 rates were reduced

in TRA Docket No. 97-00982,

However, Mr. Lindsey’s testimony on this point
is not relevant. When several years have passed
without a utility petitioning the TRA for a
rate increase, there are least two economic
meaning that can be drawn. One meaning is that
is that the utility believes it is earning a
satisfactory return. A second meaning is that
is that the utility is over-earning and making
consumers pay higher rates than would otherwise
be the case. 1In either case, the absence of a
rate increase does not mean that consumers are
paying less than fair prices for the utility’s
services or that consumers are receiving a
benefit that they are not paying for. This
concludes my testimony at this time.
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Financial Data Source UGI CORP SEC Form 10-K Filed 2003_12 23

UGI Total Revenues - 2003 at Sep 30 $3,026 1 (Millions)

17% From Gas Sales
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53% For Amerigas
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Text

ENERGEN
CORP 10-K
Filed
1995_12_28

APSC REGULATION: As a public utility in the
state of Alabama, Alagasco is subject to
regulation by the Alabama Public Service
Commission (APSC), which has adopted several
Innovative approaches to rate regulation,
including Alagasco’'s Rate Stabilization and
Equalization (RSE) rate-setting process.
Implemented in 1983 and modified in 1985,
1987, and 1990, RSE replaced the traditional
utility rate case . . Under Alagasco's current
RSE order, which became effective December
1990, Alagasco's allowed ROE range 1s 13.15
percent to 13 65 percent.

ENERGEN
CORP 10-K
Filed-
2003_03_20

Alagasco is subject to regulation by the Alabama
Public Service Commission (APSC) which, in
1983, established the Rate Stabilization and
Equalization (RSE) rate-setting process. RSE
was extended in 2002, 1996, 1990, 1987 and
1985 On June 10, 2002, the APSC extended
RSE for a six-year period, through January 1,
2008. Under the APSC order, Alagasco's
allowed range of return on average equity
remains 13.15 percent to 13 65 percent
throughout the term of the order...

Docket No 04 00034
Exhibit CAPD SB____
Direct Testimony___
Schedule 1
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Company Excluded From
ComparableGroup

SOUTHERN
UNION 10-K
Filed
2003 09 29

Southern Union Total Capitalization - 2003 at
Sep. 30 . $2346 4 (Millons)  $1218.7 (Millions)
[ 50% To Panhandle Eastern Pipeline]

SOUTHERN
UNION 10-K
Filed-
2003_09 29

Acquisition of Panhandle Eastern Pipe Line
Company and Subsidiaries - On June 11, 2003,
Southern Union acquired Panhandle Energy
from CMS Energy Corporation for approximately
$582 million in cash and in connection therewith
incurred transaction costs estimated at $30
million. Additional consideration was financed
by CMS Energy Corporation through their
purchase of 3 million shares of Southern Union
common stock (before adjustment for any
subsequent stock dividends) valued at
approximately $49 million based on market
prices at closing. Southern Union also incurred
additional deferred state income tax liabilities
estimated at $18 million as a result of the
transaction. At the time of the acquisition,
Panhandle Energy had approximately $1.159
billion of debt outstanding that it retained .

SOUTHERN
UNION 10-K
Filed
2003_09 29

The Panhandle Energy entities include
Panhandle Eastern Pipe Line Company, LLC
(Panhandle Eastern Pipe Line), Trunkline Gas
Company, LLC (Trunkline), Sea Robin Pipeline
Company (Sea Robin), Trunkline LNG
Company, LLC (Trunkline LNG) and Pan Gas
Storage Company, LLC (Pan Gas, also dba
Southwest Gas Storage). Collectively, the
pipeline assets include more than 10,000 miles
of interstate pipelines

\

Docket No 04 00034
Exhibit CAPD SB____
Direct Teshmohy_
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Page 4 of 4



SEC Release 35 27812

SECURITIES AND EXCHANGE COMMISSION

(Release No 35-27812)

Filings Under the Public Utility Holding Company Act of
1935, as amended ("Act")

10-Mar-04

Notice I1s hereby given that the following filing(s) has/have
been made with the Commission pursuant to provisions of
the Act and rules promulgated under the Act All interested
persons are referred to the application(s) and/or
declaration(s) for complete statements of the proposed
transaction(s) summarized below. The application(s)
and/or declaration(s) and any amendment(s) is/are
available for public inspection through the Commission's
Branch of Public Reference

Interested persons wishing to comment or request a
hearing on the application(s) and/or declaration(s) should
submit their views in wniting by March 31, 2004, to the
Secretary, Securities and Exchange Commuission,
Washington, D C. 20549-0609, and serve a copy on the
relevant applicant(s) and/or declarant(s) at the address(es)
specified below. Proof of service (by affidavit or, in the
case of an attorney at law, by certificate) should be filed
with the request. Any request for hearing should identify
specifically the issues of facts or law that are disputed. A
person who so requests will be notified of any hearing, if
ordered, and will receive a copy of any notice or order
issued in the matter. After March 31, 2004, the
application(s) and/or declaration(s), as filed or as
amended, may be granted and/or permitted to become
effective.

AGL Resources Inc. (70-10175)

Docket No 04 00034
Exhibit CAPD SB____
Direct Testimony___
Schedule2 ___
Page 1 of 3



SEC Release 35_27812

AGL Resources Inc ("AGL Resources"), a registered
public utility holding company, Ten Peachtree Place, Suite
1000, Atlanta, Georgia 30309, AGL Resources’ electric
and gas public utility subsidiaries, Atlanta Gas Light
Company ("AGLC"), Ten Peachtree Place, Suite 1000,
Atlanta, Georgia 30309, Chattanooga Gas Company
("CGC") 2207 Olan Mills Drive, Chattanooga, Tennessee
37421, Virginia Natural Gas, Inc ("VNG"), 5100 East
Virginia Beach Boulevard, Norfolk, Virginia 23502, (AGLC,
CGC, and VNG collectively "Utility Subsidianes"), and AGL
Resources' direct and indirect nonuttity subsidianes
("Nonutility Subsidiaries” and collectively with the Utility
Subsidiaries, "Subsidiaries") Georgia Natural Gas
Company ("GNG"), AGL Investments, Inc ("AGLI"), AGL
Services Company ("AGL Services"), AGL Capital
Corporation ("AGL Capital”), Global Energy Resource
Insurance Corporation ("GERIC"), Pivotal Energy Services,
Inc ("Pivotal Energy Services"), AGL Rome Holdings, Inc,
Pivotal Propane of Virginia, Inc, Southeastern LNG, Inc

Il Overview of the Requests

Applicants request authorization to engage in the following
financing transactions during the period from the effective
date of the order granted in this Appiication through March
31, 2007 ("Authorization Period")

Applicants state that the proceeds from the sale of
securities in external financing transactions will be used for
general corporate purposes, including the financing, in
part, of the capital expenditures and working capital
requrements of AGL Resources and its Subsidianes, for
the acquisition, rettrement or redemption of securities
previously issued by AGL Resources or the Subsidiaries,
and for authorized investments in companies organized n
accordance with rule 58 under the Act ("Rule 58
Companies"), exempt wholesale generators ("EWGs"), as
defined in section 32 of the Act, foreign utility companies
("FUCOQs"), as defined in section 33 of the Act, exempt
telecommunications companies ("ETCs"), as defined in
section 34 of the Act, and for other lawful purposes

Applicants request authorization for the following
transactions through the Authorization Period

Issuances and sales of securities or borrowings during the
Authonization Period by AGL Resources of up to $5 billion
at any time outstanding ("AGL Resources External Limit"),

Issuances by AGL Resources of guarantees and other
forms of credit support in an aggregate amount of $1
billion at any time outstanding ("AGL Resources
Guarantee Limit"),

Issuances by AGLC, CGC, and VNG of guarantees and
other forms of credit support with respect to the obligations
of therr respective subsidiaries in an amount not to exceed
and $300 million, $75 million, and $150 muilion,
respectively ("Utiity Guarantees”),

short-term borrowings by AGLC of $750 million and CGC
of $250 million in short-term debt,

hedging transactions by AGL Resources and the Utility
Subsidiaries with respect to their indebtedness,

Docket No 04 00034

Extubit CAPD SB____

Direct Testimony___
Schedule 2
Page 2 of 3



SEC Release 35 27812

Endnotes

1 Applicants state that operating margin represents
operating revenues less cost of sales

2 Applicants state that common stock equity ("*Common
Stock Equity") includes common stock (1.e , amounts
received equal to the par or stated value of the common
stock), additional paid in capital, retained earnings and
minority interests

3 Applicants would calculate the Common Stock Equity to
total capitalization ratio as follows* common stock equity
(common stock equity + preferred stock + gross debt)
Gross debt is the sum of long-term debt, short-term debt

and current maturities.
http://www.sec.gov/divisions/investment/opur/filing/35-

27812.htm

Docket No 04 00034
Exhibit CAPD SB_____
Direct Testimony___

Schedule 2
Page 3 of 3
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AGL Resources: Consolidated Capitalization

(In Millions of $)
Capital Structure Components As Of: 2003: Dec 31 2002: Dec 31 2001: Dec 31
Short-Term Debt: Notes Due $306 $389 $385
Short-Term Debt: Current Portion of Long-Term Debt $77 $30 $93
Long-Term Debt $731 $767 $797
Trust Preferred Securities $225 $227 $218
Common Equity $945 $710 $690
Total $2,285 $2,123 $2,183
RATIOS:

Short-Term Debt: Notes Due 13.4% 18.3% 17.6%
Short-Term Debt: Current Portion of Long-Term Debt 3.4% 1.4% 4.3%
Long-Term Debt 32.0% 36.1% 36.5%
Trust Preferred Securities 9.9% 10.7% 10.0%
Common Equity 41.4% 33.4% 31.6%
Total 100.0% 100.0% 100.0%
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Atmos : Consolidated Capitalization

, (In Thousands of $)
Capital Structure Components As Of: 2003: Sep 30 2002: Sep 30 2001: Sep 30
Short-Term Debt: Notes Due $118,595 $145,791 $201,247
Short-Term Debt: Current Portion of Long-Term Debt $9,345 $21,980 $20,695
Long-Term Debt $863,918 $670,463 $692,399
Common Equity $857,517 $573,235 $583,864
Preferred S0 $0
Total $1,849,375 $1,411,469 $1,498,205

RATIOS:

Short-Term Debt: Notes Due 6.4% 10.3% 13.4%
Short-Term Debt: Current Portion of Long-Term Debt 0.5% 1.6% 1.4%
Long-Term Debt 46.7% 47.5% 46.2%
Common Equity 46.4% 40.6% 39.0%
Preferred 0.0% 0.0% 0.0%

Total 100.0% 100.0% 100.0%
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DETERMINATION OF COMMON EQUITY RATIOS
AND CAPITAL STRUCTURE
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Exhibit CAPD SB____
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Schedule 3

FOR COMPARABLE COMPANIES Page3of 11
KeySpan Corp : Consolidated Capitalization
(In Thousands of $)
Capital Structure Components As Of: 2003: Dec 31 2002: Dec 31 2001: Dec 31
Short-Term Debt: Notes Due $481,900 $915,697 $1,048,450
Short-Term Debt: Current Portion of Long-Term Debt $1,471 $11,413 $993
Long-Term Debt $5,611,432 $5,224,081 $4,697,649
Common Equity $3,661,948 $2,944,592 $2,890,602
Preferred $83,568 $83,849 $84,077
Total $9,840,319 $9,179,632 $8,721,771
RATIOS:
Short-Term Debt: Notes Due 4.9% 10.0% 12.0%
Short-Term Debt: Current Portion of Long-Term Debt 0.0% 0.17% 0.0%
Long-Term Debt 57.0% 56.9% 53.9%
Common Equity 37.2% 32.1% 33.1%
Preferred 0.8% 0.9% 1.0%
Total 100.0% 100.0% 100.0%
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DETERMINATION OF COMMON EQUITY RATIOS

AND CAPITAL STRUCTURE
FOR COMPARABLE COMPANIES

LaClede Group: Consolidated Capitalization

(In Thousands of $)
Capital Structure Components As Of:

Docket No 04 00034

Exhibit CAFD SB_____

Direct Testimony___
Schedule 3
Page 4 of 11

2003: Sep 30 2002: Sep 30 2001: Sep 30

Short-Term Debt: Notes Due $218,200 $161,670 $117,050
Short-Term Debt: Current Portion of Long-Term Debt $15,361 $24,832 $79
Long-Term Debt $259,625 $259,545 $284,459
Common Equity $299,072 $285,766 $288,085
Preferred $46,258 $1,266 $1,588
Total $838,516 $733,079 $691,261
RATIOS:

Short-Term Debt: Notes Due ) 26.0% 22.1% 16.9%
Short-Term Debt: Current Portion of Long-Term Debt 1.8% 3.4% 0.0%
Long-Term Debt 31.0% 35.4% 41.2%
Common Equity 35.7% 39.0% 41.7%
Preferred 5.5% 0.2% 0.2%
Total 100.0% 100.0% 100.0%
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FOR COMPARABLE COMPANIES
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New Jersey Resources : Consolidated Capitalization
(In Millions of $)
Capital Structure Components As Of: 2002: Sep 30 2002: Sep 30 2001: Sep 30
Short-Term Debt: Notes Due 185 $60 $86
Short-Term Debt: Current Portion of Long-Term Debt 25 $27 $1
Long-Term Debt 258 $371 $354
Common Equity 419 $361 $352
Preferred 0 0.295 0.298
Total 864.5 $819 $792
RATIOS:
Short-Term Debt: Notes Due 21.4% 7.3% 10.8%
Short-Term Debt: Current Portion of Long-Term Debt 0.3% 3.3% 0.1%
Long-Term Debt 29.8% 45.3% 44.7%
Common Equity 48.5% 44.1% 44.5%
Preferred 0.0% 0.0% 0.0%
Total 100.0% 100.1% 100.1%
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DETERMINATION OF COMMON EQUITY RATIOS

AND CAPITAL STRUCTURE

Docket No 04 00034

Exhibit CAPD SB____

Direct Testimony___
Schedule 3

FOR COMPARABLE COMPANIES Pagebof 1l
NICOR : Consolidated Capitalization
(In Millions of $)
Capital Structure Components As Of: 2003: Dec 31 2002: Dec 31 2001: Dec 31
Short-Term Debt: Notes Due $575 $315 $277
Short-Term Debt: Current Portion of Long-Term Debt 0 $100 0
Long-Term Debt $497 $396 $446
Common Equity $755 $728 $704
Preferred $0 $4 $6
Total $1,827 $1,544 $1,434
RATIOS:
Short-Term Debt: Notes Due 31.5% 20.4% 19.3%
Short-Term Debt: Current Portion of Long-Term Debt 0.0% 6.5% 0.0%
Long-Term Debt 27.2% 25.7% 31.1%
Common Equity 41.3% 47.2% 49.1%
Preferred 0.0% 0.3% 0.4%
Total 100.0% 100.0% 100.0%
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Northwest Natural Gas : Consolidated Capitalization
(In Thousands of $)
Capital Structure Components As Of: 2003: Dec 31 2002: Dec 31 2001: Dec 31
Short-Term Debt: Notes Due $85,200 $69,802 $108,291
Short-Term Debt: Current Portion of Long-Term Debt $0 $20,000 $40,000
Long-Term Debt $500,319 $445,945 $378,377
Common Equity $506,316 $483,103 $468,161
Preferred $0 $8,250 $34,000
Total $1,091,835 $1,027,100 $1,028,829
RATIOS:
Short-Term Debt: Notes Due 7.8% 6.8% 10.5%
Short-Term Debt: Current Portion of Long-Term Debt 0.0% 1.9% 3.9%
Long-Term Debt 45.8% 43.4% 36.8%
Common Equity 46.4% 47.0% 45.5%
Preferred 0.0% 0.8% 3.3%
Total 100.0% 100.0% 100.0%
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Page 8 of 11

Peoples Energy Corporation : Consolidated Capitalization
(In Thousands of $)
Capital Structure Components As Of: 2003: Sep 30 2002: Sep 30 2001: Sep 30
Short-Term Debt: Notes Due $207,949 $287,871 $507,454
Short-Term Debt: Current Portion of Long-Term Debt $0 $90,000 $100,000
Long-Term Debt $744,345 $554,014 $644,308
Common Equity $847,999 $806,324 $798,614
Preferred $0 $0 $0
Total $1,800,293 $1,738,209 $2,050,376
. RATIOS:
Short-Term Debt: Notes Due 11.6% 16.6% 24.7%
Short-Term Debt: Current Portion of Long-Term Debt 0.0% 5.2% 4.9%
Long-Term Debt 41.3% 31.9% 31.4%
Common Equity 47.1% 46.4% 38.9% .
Preferred 0.0% 0.0% 0.0%
Total 100.0% 100.0% 100.0%
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Piedmont: Consolidated Capitalization
(In Thousands of $)

Capital Structure Components As Of: 2003: Sep 30 2002: Sep 30 2001: Sep 30
Short-Term Debt: Notes Due $555,059 $46,500 $32,000
Short-Term Debt: Current Portion of Long-Term Debt $2,000 $47,000 $2,000
Long-Term Debt $460,000 $462,000 $509,000
Common Equity $630,195 $589,596 $560,379
Preferred $0 $0 $0
Total $1,647,254 $1,145,096 $1,103,379
RATIOS:
Short-Term Debt: Notes Due 33.7% 4.1% 2.9%
Short-Term Debt: Current Portion of Long-Term Debt 0.1% 4.1% 0.2%
Long-Term Debt 27.9% 40.3% 46.1%
Common Equity 38.3% 51.5% 50.8%
Preferred 0.0% 0.0% 0.0%

Total 100.0% 100.0% 100.0%
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Southwest Gas: Consolidated Capitalization
(In Thousands of $) )
Capital Structure Components As Of:- 2003: Dec 31 2002: Dec 31 2001: Dec 31
Short-Term Debt: Notes Due $52,000 $53,000 $93,000
Short-Term Debt: Current Portion of Long-Term Debt $6,435 $8,705 $307,641
Long-Term Debt $1,221,164 $1,152,148 $856,351
Common Equity $630,467 $596,167 $561,200
Preferred $0 $0 $0
Total $1,910,066 $1,810,020 $1,818,192
RATIOS:

Short-Term Debt: Notes Due 2.7% 2.9% 5.1%
Short-Term Debt: Current Portion of Long-Term Debt 0.3% 0.5% 16.9%
Long-Term Debt 63.9% 63.7% 47.1%
Common Equity 33.0% 32.9% 30.9%
Preferred 0.0% 0.0% 0.0%
Total 100.0% 100.0% 100.0%
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FOR COMPARABLE COMPANIES Page 1l of11____
WGL Holdings : Consolidated Capitalization
(In Thousands of $)
Capital Structure Components As Of: 2003: Sep 30 2002: Sep 30 2001: Sep 30
Short-Term Debt: Notes Due $166,662 $90,865 $134,052
Short-Term Debt: Current Portion of Long-Term Debt $12,180 $42,238 $48,179
Long-Term Debt $636,650 $667,951 $584,370
Common Equity $818,218 $766,403 $788,253
Preferred $28,173 $28,173 $28,173
Total $1,661,883 $1,595,630 $1,583,027
RATIOS:
Short-Term Debt: Notes Due 10.0% 5.7% 8.5%
Short-Term Debt: Current Portion of Long-Term Debt 0.7% 2.6% 3.0%
Long-Term Debt 38.3% 41.9% 36.9%
Common Equity 49.2% 48.0% 49.8%
Preferred 1.7% 1.8% 1.8%
Total 100.0% 100.0% 100.0%



SUMMARY OF CAPITAL STRUCTURE

Capital Structure Based On 10 Comparable Companies
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3 Yr Average

RATIOS
Capital Structure Components As Of: 2003 2002 2001
Short-Term Debt: Notes Due 15.6% 10.6% 12.4%
Short-Term Debt: Current Portion of Long-Term Debt 0.4% 2.9% 3.0%
Long-Term Debt 40.9% 43.2% 41.5%
Common Equity 42.3% 42.9% 42.3%
Preferred 0.8% 0.4% 0.7%
Total 100.0% 100.0% 100.0%

12.9%
2.1%
41.9%
42.5%
0.6%
100.0%
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SUMMARY OF CAPITAL STRUCTURE

Capital Structure Based On 10 Comparable Companies
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3 Yr Average

RATIOS

...~ Capital Structure Components As Of: 2003 2002 2001
-+ Short-Term Debt: Notes Due 15.6% 10.6%  12.4%

Short-Term Debt: Current Portion of Long-Term Debt 0.4% 2.9% 3.0%

- Long-Term Debt 40.9% 43.2% 41.5%
Common Equity 42.3% 42.9% 42.3%

Preferred 0.8% 0.4% 0.7%
Total 100.0% 100.0% 100.0%

12.9%
2.1%
41.9%
42.5%
0.6%
100.0%




AGL RESOURCES CAPITAL STRUCTURE PRESENTED AT
INVESTORS CONFERENCE OF NOV 17-18, 2003
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Balances From The Siide

Capital Type 2003P 2004P
Short-Term 2750 2920
Current Debt Due 820 00

All Other Debt 7327 8830
Preferred 2250 2250
Total Shown 1314 7 14000
Equity - Not Shown 913 6 9729
Grand Total 2228 3 23729

Percentages B

ased On Em‘m_am

Capital Type . 2003P 2004P
Short-Term 12 3% 12 3%
Current Debt Due 37% 0 0%

All Other Debt 32 9% 37 2%
Preferred 10 1% 9 5%

Total Shown 59 0% 59 0%
Equity - Not Shown 41 0% 41 0%
Grand Total 100 0% 100 0%

Mn“macm« 31, 2003

“. 0O Floating Debt

Results From CAPD C

omparable Companies - 3

Yr Average
Capital Type
Short-Term 12 9%
Long-Term Debt And
Preferred 44 6%
Equity 42 5%
Grand Total 100 0% .
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Pagelof1____
Balances From The Shde L
Capital Type 2003P 2004P ]
Short-Term 2750 2920 i ]
Current Debt Due 820 00 ceriiber 31, 2003 N
Al Other Debt 732.7 883.0 .0 Floating Debt N
Preferred 2250 2250 ~ ® Flxed Dobt ]
Total Shown 1314.7 1400 0 . ]
Equity - Not Shown 9136 9729 : N
Grand Total 2228.3 23729
58.0% ]
Percentages Based On the Slide : December 31,2004
Capital Type . 2003P | 2004P ]
Short-Term 12 3% 123% R .
Current Debt Due 3.7% 00% .
All Other Debt 32 9% 37 2% N
Preferred 10 1% 9.5% .
Total Shown 99 0% 99 0% |
Equity - Not Shown 41.0% 41 0% - N
Grand Total 100 0% 100 0%

T

Results From CAPD Comparable Companies - 3
Yr Average

Capital Type

Short-Term 12 9%

Long-Term Debt And

Preferred 44 6%

Equity 42 5%

Grand Total 100 0%




REPORT OF INDEPENDENT AUDITORS

Board of Directors -
Atmos Energy Corporation

We have audited the accompanying consolidated balance sheets of Atmos
Energy Corporation as of September 30, 2003 and 2002, and the related
consolidated statements of income, shareholders' equity and cash flows for each
of the three years in the period ended September 30, 2003

In our opinion, the consolidated financial statements referred to above

present fairly, in all material respects, the consolidated financial position of

Atmos Energy Corporation at September 30,2003 and 2002, and the consolidated
results of its operations and its cash flows for each of the three years in the

pertod ended September 30, 2003

ERNST & YOUNG LLP

Dallas, Texas
10-Nov-03

Docket No 04 00034
Extubit CAPD SB_____
Direct Testimony___
Schedule 6
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INDEPENDENT AUDITORS' REPORT
To the Shareholders and Board of Directors of KeySpan Corporation

We have audited the accompanying Consolidated Balance Sheets of KeySpan
Corporation and subsidiaries (the Company) as of December 31, 2003 and 2002, and
the related Consolidated Statements of Income, Retained Earnings, Comprehensive
Income, Capitalization, and Cash Flows for each of the two years in the period
ended December 31, 2003

In our opinion, such consolidated financial statements present fairly, in all
material respects, the financial position of the KeySpan Corporation and
subsidiaries as of December 31, 2003 and 2002

/s/Deloitte & Touche LLP
18-Feb-04
New York, New York

Docket No 04 00034
Extibit CAPD SB____
Direct Testimony___
Schedule 6
Page 2 of 10




Independent Auditors' Report
To the Board of Directors and Shareholders of The Laclede Group, Inc

We have audrted the consolidated balance sheets and statements of
consolidated capitalization of The Laclede Group, Inc and its subsidiaries

("the Company") as of September 30, 2003 and 2002, and the related
statements of consolidated income, common shareholder’ equity, comprehensive
Income, and cash flows for each of the three years in the period ended
September 30, 2003

In our opinion, such consolidated financial statements present fairly, in

all material respects, the financial position of The Laclede Group, Inc and
its subsidiaries as of September 30, 2003 and 2002

DELOITTE & TOUCHE LLP

St Louis, Missourl
18-Nov-03

Docket No 04 00034
Exhibit CAPD SB___
Direct Testimony___
Schedute 6 ____

Page 3 of 10



To the Shareholders and Board of Directors of Nicor Inc

We have audited the accompanying consolidated balance sheets and statements of
capitalization of Nicor Inc and subsidiaries (the Company) as of December 31, 2003 and 2002,
and the related consolidated statements of operations, common equity, comprehensive income,
and cash flows for each of the three years in the peniod ended December 31, 2003 We believe
that our audits provide a reasonable basis for our opinion

in our opinion, such consolidated financial statements present fairly, in all matenal respects, the
financial position of Nicor Inc and subsidiaries as of December 31, 2003 and 2002, and the
results of their operations and their cash flows for each of the three years in the period ended
December 31, 2003

DELOITTE & TOUCHE LLP
Chicago, liinois February 19, 2004

Docket No 04 00034
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Direct Testimony___
Schedule 6
Page 4 of 10
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To the Shareholders and Board of Directors of New Jersey Resources Corporation

We have audited the consolidated financial statements of New Jersey Resources Corporation
(the "Corporation") as of September 30, 2003 and 2002, and for each of the three years in the
period ended September 30, 2003, and have Issued our report thereon dated October 28,
2003 Thrs consolidated financial statement schedule 1s the responsibility of the Corporation's
management Our responsibility 1s to express an opinion based on our audits In our opinion,
such consolidated financial statement schedule, when considered in relation to the basic
consolidated financial statements taken as a whole, presents fairly, in all matenal respects, the
information set forth therein

DELOITTE & TOUCHE LLP Parsippany, New Jersey October 28, 2003
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To the Board of Directors and Shareholders of
Northwest Natural Gas Company

In our opinion, the consolidated financial statements listed in the accompanying
table of contents present farrly, in all material respects, the financial

position of Northwest Natural Gas Company and its subsidiaries (the "Company")
at December 31, 2003 and 2002, and the results of their operations and their
cash flows for each of the three years in the period ended December 31, 2003

/s/PricewaterhouseCoopers LLP

Portland, Oregon
26-Feb-04




To Shareholders of Peoples Energy Corporation

We have audited the accompanying consolidated balance sheets and consolidated capitalization
statements of Peoples Energy Corporation and subsidiary companies (the Company) at
September 30, 2003 and 2002, and the related consolidated statements of income, stockholders'
equity, and cash flows for each of the three years in the period ended September 30, 2003

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Peoples Energy Corporation and subsidiary compantes
at September 30, 2003 and 2002, and the results of their operations and their cash flows for each
of the three years In the period ended September 30, 2003

DELOITTE & TOUCHE LLP Chicago, lllinois December 10, 2003
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Independent Auditors' Report

To the Board of Directors and Stockholders of Piedmont Natural Gas Company, Inc
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheets of Piedmont Natural
Gas Company, Inc and subsidiaries ("Piedmont") as of October 31, 2003 and 2002, and the
related consolidated statements of income, stockholders' equity and cash flows for each of the
three years in the period ended October 31, 2003  Our audits also included the financial
statement schedule listed in the Index at ltem 15 These financial statements and financial
statement schedule are the responsibility of Piedmont's management Our responsibility is to
express an opinion on the financial statements and financial statement schedule based on our
audits

In our opmion, such consolidated financial statements present fairly, in all material
respects, the financial position of Piedmont at October 31, 2003 and 2002, and the results of its
operations and its cash flows for each of the three years in the period ended October 31, 2003

/s{ DELOITTE & TOUCHE LLP
09-Jan-04
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To the Shareholders of

Southwest Gas Corporation

In our opinion, the accompanying consolidated balance sheets and the related consoldated
statements of iIncome, of stockholders' equity and of cash flows present farrly, 1n all material
respects, the financial position of Southwest Gas Corporation and its subsidiaries at December
31, 2003 and 2002, and the results of their operations and their cash flows for the years ended
December 31, 2003 and 2002 in conformity

PricewaterhouseCoopers LLP
Los Angeles, California

11-Mar-04
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To the Board of Directors and Shareholders of WGL Holdings, Inc and Washington Gas Light
Company

We have audited the accompanying consolidated balance sheets and consolidated statements of
capitalization of WGL Holdings, Inc and subsidiaries and the separate balance sheets and
statements of capitalization of Washington Gas Light Company (the Companies) as of
September 30, 2003 and 2002, and the related statements of iIncome, common shareholders’
equity, cash flows and income taxes for the years then ended Our audits also included the
financial statement schedules listed in the Index at ltem 15 under Schedule Ii for the years ended
September 30, 2003 and 2002 These financial statements and financial statement schedules
are the responsibility of the Companies’ management  Our responsibility 1s to express an
opinion on the financial statements and financial statement schedules based on our audits

We believe that our audits provide a reasonable basis for our opinion

In our opirion, such 2003 and 2002 financial statements present farrly, in all matenal respects,
the consolidated financial position of WGL Holdings, Inc and subsidiaries and the financial
position of Washington Gas Light Company as of September 30, 2003 and 2002

DELOITTE & TOUCHE LLP
MclLean, Virginia
05-Dec-03
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AT RICHMOND, SEPTEMBER 27, 2002
, 55 © 293
mweranHoiimmm@ 23

VIRGINIA NATURAL GAS, INC., CASE NO. PUE-200z-005k15
AGL RESOQURCES INC., and
AGL SERVICES COMPANY
For authority to issue short-term
debt, long-term debt, and common
stock to an affiliate
ORDER GRANTING AUTHORITY

On September 17, 2002, Virginia Natural Gas, Inc. {"VNG"),
AGL Resources, Inc., ("AGLR"), and AGL Services Company ("AGL
Services"} (collectively, "Applicantse"), filed an application
under Chapters 3 and 4 of Title 56 of the Code of Virginia
Yequesting authority for VNG to participate in the AGLR Money
Fool, to issue long-term debt, and to issue and sell common stock
to an affiliate. The amount of short-term debt proposed in the
applicaticon exceeds twelve percent of capitalization as defined

in § 56-65.1 of the Code of Virginia. Applicants have paid the

requisite fee of £250.
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2) VNG 1s authorized to issue long-term debt to AGLR in an
amount not to exceed 3525%0,000,000 and to issue and sell common
steck Lo AGLR in an amount not to exceed $300,000,000, for the
reriod extending from Octeober 1, 2002, through December 31, 2003,
under the terms and conditions and for the purposes set forth in
the application.

3) Approval of this application shall have no implications
for ratemaking purposes.

4) Approval of this application does not preclude the
Commission from m@WH%Hﬂm the provisions of § 56-78 and § 56-80 of
the Code of Virginia hereafter.

5] The Commigsion regerves the right pursuant to § 56-72
of the Code of Virginia to examine the books and records of any
affiliate in comnection with the authority granted herein,

whether or not such affiliate is regulated hy thig Commission.
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COMMONWEALTH OF VIRGINIA
BEFORE THE
STATE CORPORATION COMMISSION

Application of

VIRGINIA NATURAL GAS, ING.,
Principal Applicant, and
Case No. PUEGR-005 /S
AGL RESQURCES INC. and
AGL SERVICES COMPANY,
Affiliate Applicants

Far Authority to Issue Short-Term Debt,
Long-Term Debt and Common Stock to an
Affiliate under Chapters 3 and 4, Title 56
of the Code of Virginia

APPLICATION FOR AUTHORITY TO ISSUE SHORT-TERM DEBT,
LONG-TERM DEBT AND COMMON STOCK TO AFFILIATE UNDER
CHAPTERS 3 AND 4, TITLE 56 OF THE CODE OF VIRGINIA

Application for Authonty under the Securities Act
Case No PUFOA

September 16, 2002

Page &

12. Because the proposed financing transactions will be private transactions,
expenses relating to the proposed financing program will be de minimis and will be

borne by the Applicants.

42 VNIYA DarndAanecad Tinnnnial Qiatamanta datad Ae AF LanA 2100 NANN




Exhibit A— Case No. PUFO1
Financing Summary

Virginia Natural Gas, Inc., ef al.
Page 5 of 5
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B) Even though the rate of interest to be used for the long-term debt is nat
known at this time, it will be lower than VNG could expect to obtain on its own were it

not affiliated with AGLR.

C)  There is no market price for VNG's common stock from which to make any

meaningful comparisons with book value.




PARENT COMPANY LOAN TO SUBSIDIARY
SEC FORM U-6B-2

U-68-2 1 aglrformuéb2 htm U-68-2

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D C 20549

Form U-6B-2

Certificate of Notification

Filed by AGL Resources Inc

On behalf of Virgima Natural Gas, Inc

Filed by a registered holding company or subsidiary thereof pursuant to Rule 52 adopted under the Pubiic Utility Holding Company
Act of 1935

This certificate is notice that Virginia Natural Gas, Inc , a subsidiary of AGL Resources Inc , a registered holding company, has
Issued, renewed or guaranteed the secunty or secunties described herem which 1ssue, renewal or guaranty was exempted from the
provisions of section 6(a) of the Act and was neither the subject of a declaration or application on Form U-1, nor included within the

exemption provided by Rule U-48
1

Type of security or securities

Subordinated unsecured promissory note

2

Issue, renewal or guaranty

Issue

3

Principal amount of each security

$20,312,763 00

4

Rate of interest per annum of each security

8 30%)

5

Date of issue, renewal or guaranty of each secunty

15-Jul-01

8

If renewal of security, give date of original i1ssue

N/A

7

Date of matunity of each security

15-Jul-31

8

Name of the person to whom each security was 1ssued, renewed or guaranteed

AGL Resources Inc

9

Collateral given with each security, If any

N/A

10

Consideration received for each secunity

The note 1s in respect of dividends declared by Virginia Natural Gas, Inc_payable to AGL Resources Inc

11

Application of proceeds of each security

The proceeds of the note will be used In the ordinary course of business

12

Indicate by a check after the applicable statement below whether the 1ssue, renewal or guaranty of each security was
exempt from the provision of Section 6(a) because of

(a) the prowvisions contained in the first sentence of Section 6(b)

(b) the provisions contained in the fourth sentence of Section 6{b)

(c) the provisions contained in any rule of the Commission other than Rule U-48 [X]

13

If the security or securities were exempt from the provisions of Section 6{a) by virtue of the first sentence of Section 6(b),
give the figures which indicate that the secunty or securities aggregate (together with all other then outstanding notes
and drafts of a maturity of nine months or less, exclusive of days of grace, as to which such company i1s primarily or
secondarily hable) not more than 5 per centum of the principal amount and par value of the other secunities of such
company then outstanding

N/A

14

If the security or secunties are exempt from the provisions of Section 8(a) because of the fourth sentence of Section 6(b),
name the secunty outstanding on January 1, 1935, pursuant to the term of which the secunity or securities herein
described have been 1ssued

N/A .

15

If the secunity or secunties are exempt from the provisions of Section 6(a) because of any rule of the Commission other
than Rule U-48, designate the rule under which exemption is claimed

Rule 52(a)

Virgimia Natural Gas, Inc

Tile President

Date July 25, 2003
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AGLR DISTRIBUTION SUBS

ACTUAL RETURN ON EQUITY - SEPT. 30 2002

PRESENTED AT CONFERENCE OF NOV 6-8, 2002
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SLIDE 12 OF:

AGL Resources

Analyst Conference

November 6-8, 2002

Miami, Flornida

Authorized Versus Actual Returns

[The following information 1s presented in graphic format]

AGL Resources Utility Operations

Return on Equity 12 Months Ended September 30, 2002

Percent of Return

Authorized Actual
12 00 (1)
AGLC 11 00 (1) 1185 (2)
CGC 11 06 10.53
VNG 109 8 73 (3)

(1) The authorized ROE 1s 11 00% The top of the earnings band is
12 00%. The Company can also include 1/2 of VNG Synergies in
calculating the return prior to sharng

(2) Represents 5 months under new rates and 7 months under previous rates

(3) Based on actual weather

12
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VSCC WNA CASE
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1

Virginia Natural Gas

Weather Normalization Adjustment

Experimental Program
Case No. PUE-2002-00237
Annual Report

Fifed July 15, 2003




VSCC WNA CASE

— —— — — e— _— e ——r — a— — —_— e e —— . —

Virginia Natural Gas

Weather Normalization Adjustment Actlvity

(Credit to customers) + Surcharge to customers

— — ——— . — _ b e - — -

- e . __ _|___Billkd |
OctO2 I A ¢
Nov 02 N SR k= N £ (\);
Dec 02 L _(1528,270)
Jan03 0000 e 253,318
febod | (1,545,054)
Mar 03 _ 203,583/
April 03 _ 315,283
May 03 | 65,663
| I
_.38_ Billed WNA Credit i Fﬂmlﬁmmwl_
|Plus - eharge-offs ! d
e _L__ 10,280,
mem“ Estimated WNA in accounts receivable as of May 31, 2003 :
| net of estimated fulure charge-offs I _
e | dmm.wmm_w
_QMP Outflow Resulting from of WNA through May 31, 2003 ” (1,857, 3_

Page 10
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Twelve Manths Ended May 2003 for Jurisdictional Qperations

Actual Per Baoks Adjusted to
Inciuding Net WNA Exciuda Net WNA
Cradits Credits Decrease
to Customers to Customers Due to WNA
Retum on Rate
Base 8.91% 9.20% -0.29%
Retum on Equity 10.50% 11.46% -0.56%

Note: Adjusted returns were cakculated by removing the effect of the WNA credits, net of income
taxes.

Page 11




Derivation of AGL Resources
Cost of Short-Term Debt
Step 1 - Evidence From AGL's Past Performance

Analysts of AGL Resources Short-term Debt Cost - Source AGL Resowces SEC form U-6B-2 Filed Mar 22 2001
Amount Weighted | Amount Weighted Amount Amount
n Interest (Interest in  |Interest|interest in  |InterestjWerghted n Interest | Weighted
Date Milhons| Rate |Rate Date |Millons| Rate |Rate Date Miions| Rate |interest Rate Date Millons [Rate | Interest Rate
06-Oct-00 10 6 60| 006144%) |01-Nov00] 113 680] 0 12535%
06-Oct-00 14 670/ 008732%| |02-Nov-00| 20 678 022121% 01-Dec-00| 144 700{ 00943% 18-Dec-00| 50 713 03335%
06-Oct-00 50 677|031512%| [02-Nov-00| 18 6 78| 0 19909% 01-Dec-00| 6 740] 00415% 18-Dec-00{ 10 713 00667%
11-Oct-00 1 6 67| 000621%| |02-Nov-00{ 18 6 78| 0 19309% 04-Dec-00| 22 690] 01420% 18-Dec-00] 50 713 03335%
08-Oct-00 40 6 77| 025209%| |06-Nov-00| 33 6 78] 036499% 04-Dec-00| 10 750{ 00702% 19-Dec-00] 46 710 0 3055%
06-Oct-00 37 677{023319%| [06-Nov-00] 24 6 82{ 026701% 04-Dec-00] 15 750] 01052% 19-Dec-00{ 3 800 00225%
06-Oct-C0 20 677/ 012605%| [08-Nov-00| 25 680 002773% 05-Dec-00] 18 720 01212% 19-Dec-00] 10 800 00748%
06-Oct-00 35 677/ 022058% {09-Nov-00|] 5 6 75| 0 05506% 05-Dec-00| 165 715 01104% 19-Dec-00} 3 800 00225%
16-Oct-00 25 686( 015965%| [09-Nov-00| 10 678] 011060% 06-Dec-00] 67 760 00476% 20-Dec00| 6 710 00399%
17-Oct-00 24 672/ 015014%| |09-Nov-00] 5 6 75| 0 05506% 06-Dec-00[/ 13331 755| 00942% 20-Dec-00[ 50 710 03321%
18-Oct-00 25 660[015360%| [{10-Nov-00{ 5 6 75{ 0 05506% 06-Dec-00| 20 735 01375% 20-Dec00] 20 820 0 1534%
16-Oct-00 1156 683| 007312%]| [09-Nov-00| 10 675/ 011011% 07-Dec-00| 1 735 00069% 20-Dec-00] 2 810 00152%
13-Oct-00 40 675| 025135%| (09-Nov-00{ 10 678] 011060% 08-Dec00; 75 700; 00491% 20-Dec-00| 25 820 01918%
19-Oct-00 25 6 65| 015477%| {13-Nov-00| 25 678] 027651% 08-Dec00] 75 755 00530% 21-Dec-00| 13 710 00863%
23-Oct-00 35 665/ 002167%| {13-Nov-00| 50 6 78| 055302% 11-Dec-00| 4 765( 00286% 21-Dec-00] 23 810 01743%
06-Oct-00 10 6 80| 006330%| [13-Nov-00| 36 678| 039817% 11-Dec-00f 50 740] 03461% 21-Dec-00| 10 810 00758%
06-0ct-00 40 680] 025321%] [13-Nov-00] 15 678| 016591% 11-Dec00| 45 735! 03094% 21-Dec-00] 15 810 01137%
06-Oct-00] 293 680] 018548%( [15-Nov-00{ 215 679] 023815% 11-Dec-00| 21 733] 01440% 21-Dec-00f 29 805 00218%
13-Oct-00 30 677{018907%| 16-Nov-00| 05 6 80| 000555% 11-Dec-00| 25 733] 01714% 21-Dec00[ 6 800 0 0449%
06-Oct-00| 257 680{ 016269%| [16-Nov-00{ 3 6 80| 003328% 11-Dec-00| 50 733] 03428% 22-Dec-00] 25 810 0 1894%
10-Oct-00 20 680] 012661%| |16-Nov-00| 25 680 027732% 12-Dec-00| 12 720 00808% 22-Dec-00| 1 810 00076%
06-Oct-00 10 680{ 006330%| |16-Nov-00| 35 6 80| 038825% 12-Dec-00{ 25195 750[ 01768% 22-Dec-00[ 155 810 01174%
06-Oct-00 30 680/ 018991%| [16-Nov-00| 13 680| 014421% 12-Dec-00{ 5 760 00355% 22-Dec00] 1 800 00075%
06-Oct-00 1 6 80| 000633%| [20-Nov-00| 145 6 80| 0 16085% 12-Dec-00| 1 732| 00068% 26-Dec00] 51 810 00386%
06-Oct-00 25 680[ 015826%| [20-Nov-00] 12 680} 013312% 13-Dec-00 40 708{ 02649% 26-Dec-00| 105 810 00796%
06-0ct-00 71 680[ 044945%| [20-Nov-00] 12 680| 013312% 14-Dec-00] 3 795 00223% 26-Dec-00] 3 810 00227%
20-Oct-00 20 677 012605%| [22-Nov-00] 65 680[ 007210% 14-Dec-00] 2 795 00149% 26-Dec-00| 97 815 00740%
06-Oct-00 3 680]001899%| |22-Nov-00| 455 6 80| 050473% 14-Dec-00| 5 797 00373% 26-Dec00| 3 810 00227%
06-Oct-00 20 680/ 012661%| [28Nov-00| S0 6 80| 055465% 15-Dec-00| 50 797; 03728% 27-Dec00] 25 810 0 1894%
06-Oct-00 50 680/ 031651%| [28-Nov-00] 10 680) 011093% 15-Dec-00| 10 797| 00746% 27-Dec-00| 0618 810 00047%
06-Oct-00| 18 575 680[011759% [29-Nov-00| 12 6 95| 0 13605% 27-Dec00] 2 810 00152%
10-Oct-00 20 680]| 012661%( [29-Nov-00] 20 6 89] 022480% 27-Dec00| 151 810 00114%
10-Oct-00 20 680! 012661%| [29-Nov-00| 30 6 90| 033768% 27-Dec-00| 2564 810 00194%
12-Oct-00 155 678(009783%| [30-Nov-00] 5 7 35| 0 05995% 27-Dec-00| 12 800 0 0898%
06-Oct-00 50 680] 031651%| [Mo Total 613 6 80931% 27-Dec-00] 45 800 00337%
06-Oct-00| 0425 6 80] 000269% 28-Dec-00] 50 810 03789%
06-Oct-00 50 680[ 031651% 28-Dec-00 14 810 01061%
12-Oct-00 5 678 003156% 28-Dec-00| 1941 810 00147%
12-Oct-00 15 678| 0 09468% 28-Dec-00] 30 8 00 0 2245%
12-0ct-00 20 678] 012623% Mo Total 1069 7 55/5%)]
13-Oct-00 30 678 0 18935%
06-0ct00|  20{ 680/ 012661% GRAND TOTA 2756 7 0876%
23-Oct-00 32 677|002017%
25-Oct-00 75 677] 004727%
27-Oct-00 14 6 78] 0 08836%
31-Oct-00 10 6 80{ 0 06330%
31-Oct-00 10 6 80{ 0 06330%
31-Oct-00 19 6 80| 0 12028%
o Total 1,074 6 777/52%
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Derivation of AGL Resources
Cost of Short-Term Debt
Step 2 - AGL Past Performance Compared to FRB Data
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Released By Federal Reserve Board on 04/05/2004

Rate of interest in money and capital markets

Federal Reserve System

Short-term or money market

Private secunties

Commercial Paper

Thirty-day matunty

Sixty-day matunty

Ninety-day maturity

Thirty-day matunty

Sixty-day maturity Ninety-day matunity

Released on Released on Released on Released on Released on Released on
04/05/2004 04/05/2004 04/05/2004 04/05/2004 04/05/2004 04/05/2004
cpim cp2m cp3m cpim cp2m cp3m

09/1997 549 09/1997 548 |09/1997 548 01/2001 574 01/2001 559 01/2001 549
10/1997 549 10/1997 548 10/1997 551 02/2001 539 02/2001 525 02/2001 5 14
11/1997 553 11/1997 559 |11/1997 560 03/2001 502 03/2001 4 87 03/2001 478
12/1997 578 12/1997 571 12/1997 567 04/2001 4 71 04/2001 4 54 04/2001 4 44
01/1998 5 46 01/1998 544 |01/1998 S 42 05/2001 4 06 05/2001 3 98 05/2001 3 93
02/1998 547 02/1998 544 |02/1998 542 06/2001 3 82 06/2001 373 06/2001 367
03/1998 5 51 03/1998 549 103/1998 5 46 07/2001 371 07/2001 363 07/2001 3 59
04/1998 5 49 04/1998 548 |04/1998 546 08/2001 3 54 08/2001 347 08/2001 342
05/1998 548 05/1998 549 |05/1998 5 48 09/2001 2 96 09/2001 2 87 09/2001 2 81
06/1998 5 51 06/1998 550 |06/1998 548 10/2001 2 40 10/2001 2 30 10/2001 2 28
07/1998 5 51 07/1998 550 |07/1998 5 48 11/2001 203 11/2001 2 00 11/2001 1 97
08/1998 550 08/1998 550 |08/1998 548 12/2001 184 12/2001 179 12/2001 178
09/1998 5 44 09/1998 537 |09/1998 5 31 01/2002 170 01/2002 169 01/2002 170
10/1998 5 14 10/1998 508 10/1998 5 04 02/2002 176 02/2002 176 02/2002 179
11/1998 500 11/1998 5 14 11/1998 5 06 03/2002 178 03/2002 182 03/2002 1 86
12/1998 524 12/1998 512 [12/1998 500 04/2002 176 04/2002 177 04/2002 1 81
01/1999 4 80 01/1999 478 [01/1999 477 05/2002 175 05/2002 176 05/2002 178
02/1999 4 80 02/1999 480 |02/1999 479 06/2002 174 06/2002 174 06/2002 176
03/1999 4 82 03/1999 482 |03/1999 4 81 07/2002 174 07/2002 174 07/2002 175
04/1999 479 04/1999 478 104/1999 479 08/2002 172 08/2002 170 08/2002 170
05/1999 479 05/1999 480 |05/1999 4 81 09/2002 173 08/2002 172 09/2002 172
06/1999 4 95 06/1999 498 ]06/1999 4 98 10/2002 172 10/2002 170 10/2002 170
07/1999 5 06 07/1999 508 |07/1999 5 11 11/2002 1 34 11/2002 1 35 11/2002 1 36
08/1999 5 18 08/1999 523 108/1999 525 12/2002 1 31 12/2002 1 32 12/2002 1 31
09/1999 5 28 09/1999 529 |09/1999 5 32 01/2003 125 01/2003 126 01/2003 1 26
10/1999 5 28 10/1999 530 10/1999 5 88 02/2003 124 02/2003 125 02/2003 126
11/1999 537 11/1999 5 82 11/1999 5 81 03/2003 1 21 03/2003 120 03/2003 1 19
12/1999 597 12/1999 5 91 12/1999 587 04/2003 122 04/2003 1 21 04/2003 120
01/2000 559 01/2000 567 |01/2000 574 05/2003 121 05/2003 120 05/2003 119
02/2000 576 02/2000 5 81 02/2000 587 06/2003 1 06 06/2003 103 06/2003 101
03/2000 593 03/2000 596 |03/2000 600 06/2003 106 06/2003 103 06/2003 101
04/2000 6 02 04/2000 6 06  |04/2000 6 11 07/2003 101 07/2003 1 02 07/2003 1 01
05/2000 6 40 05/2000 6 47  ]05/2000 6 54 08/2003 103 08/2003 103 08/2003 1 04
06/2000 6 53 06/2000 6 55 |06/2000 6 57 09/2003 102 09/2003 103 09/2003 104
07/2000 6 49 07/2000 6 50 [07/2000 6 52 10/2003 102 10/2003 102 10/2003 1 05
08/2000 6 47 08/2000 648 |08/2000 6 49 11/2003 102 11/2003 105 11/2003 1 06
09/2000 6 48 09/2000 6 47  [09/2000 6 47 12/2003 103 12/2003 105 12/2003 105
10/2000 6 48 10/2000 6 48)10/2000 6 51 01/2004 099 01/2004 101 [01/2004 101
11/2000 6 49 11/2000 6 52111/2000 6 50 02/2004 099 02/2004 101 02/2004 101
12/2000 6 51 12/2000 6 42]12/2000 6 34

Average 12 Months

Ending 02/2004 30, 60, 1 156%

and 90 days as a group

v

Av_Comm Paper Rate Average Comm Paper
For Period Covening AGL 6 47% Rate Paid By AGL In 7.08%

Reporting in March 2001

SEC U-6B-2 Form

Per March 2001 Report

SEC U-6B-2 Form

AGLR Short-term Debt Cost:

1.156%( 7.08/6.47)=1 265
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Exhibit A— Case No PUFO1

Financing Summary

Virginia Natural Gas, Inc, et al

Page 50of 5

iTEM 4: IMPACT ON COMPANY

A) Change in capital structure due fo issue: See Exhibit C
B) Change in interest coverage due to 1ssue: See Exhibit D

Exhibit C - Case No PUF01

Pro Forma Change 1t Capital Structure
Virgima Natural Gas, [nc, et al.

Page 1 of2

Capital Structure Tabie

As of June 30, 2002
{Dollars In Millions)

I

Censolidated AGL Resources ing. VNG Pro-forma VNG*
Farcant to FPercent ta Farcent to
Amount Total Amount Total Amount Total
Short-Term Debt $324.5 15.3% ($40.1) 7 7% $1000 18 7%
Current partion of LT Debt 480 23% - 0.0% - 00%
Long-Term Debt 7970 37 5% 1803 34 6% 2500 4€ 7%
Preferred Stock .220.5 10.4% - 00% - 00%
Common Stockholders' Equity 7348 36% 3804 73 1% 1854 34 6%
Total Capitalization $2,124 8 100 0% $5206 100 0% $56354 100 0%

*Reflacts net increase In interest expense due to changs 0 money pool payable 0 $7C0 0 million at 1 8%
imerest, reduction of money pool recevable, increase in fong-tenm debt of $69 7 miiion
at 7 125% interest, removal of ntersst incoma of $1 0 million, tax effect of 38 1%

il

Exhibit A — Case No. PUFQ1

Financing Summary

Virginia Natural Gas, Inc, et al

Page 3 of 5

L, o]

4

Debt And/Or Prefarred Stock Financing: Long-Term Debt Issue
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I ] |
ay
Virginia Natural Gas '
5100 East Virginia Beach Bivd
Norfolk Virginia 23502-3488
(757) 468 5400
December 5, 2003
Mr Joel H Peck, Clerk
Virgmma State Corporaion Commussion :
Tyler Building N
Dotument Cuntrol Center N
1300 East Muin Street ' 1 - —
Ruchmond, Virpma 23218 €3 ] : - SLXEE 5B _
D +88) €°%°)8 8 I8
P +— ol 2 —
APPLICATION TOR \UTHORITY TO ISSUE SHOR L-TLRM DEBT, - ] § s —
LONG-TERM DERL AND COMMON STOCK D AFFILIA L UNDER = I o e o lo w |a —
CHAPTERS 3 AND 4, TITLE 56 OF THE CODE OF VIRGINIA a i g o 228 @ | .
o B B S
fo——— o [ Cad —_
CASE No PUE03- S48 I— - ]
Dear Mr beck I ]
Enclosed for filing by Virgima Nawral Gas, Inc (“VNG "} ure onc original and four copies of an _ o ®eeRele » |2 :
Apphcation for authonty under Chapters 3 and 4 of Iitle 56 of the Code of Virgtma o engage i certaimn i ] gsee 2 g ]
fingncing transacuons, mcluding the 1ssuance of secunities (o affihates for the period January 1, 2004 1o 1 e 2 LA L =] ]
December 31, 2004 ] 5 2 _
% & o | ~ E ]
51 - 3 8% 8 'ﬁ £ _
% el - - —a ‘E ]
—= . g 5. O
THE APPLICANTS ] 2ag 52
a3 Q = ‘g -
1 VNG 15 a Virginia public service corporation providing natural gas service T E §g_ § g -
T 2mZE 82 ]
to customers in its service ternitory n Virgimia VNG is a wholly owned subsidiary of — ] g o s | RESEE 2 B %g § —
— = [] Ll g ~ - ] 8 a2 —
AGLR VNG's corporate address is | g Ly 3 8 o I3<8 2 1Bl 88 3 4
] = o g SES —
Virginia Natural Gas, Inc 1 EE 2 3 a §55
5100 East Virginia Beach Boulevard i é e alr @ efs _|
Norfolk, Virgima 23502 1 3 E SZHER 8 83 |
(757) 466-5502 {phone) Y 'é ] ~ | g =
— 2 sl g 232 ]
2 AGLR 1s a Georgia corporation operating as the holding company for i - E % < ) f, é —
o 123 @ - —_
natural gas distnbution companies Atlanta Gas Light Company and Chattanooga Gas — § §_ 'j g g % ? —
— o3 E = a3 —]
&L= ER-
Company, and for interests in several non-utility subsidianes and joint ventures  AGL T— 2 E é g 3 g 2 —
=z b=t ] g =5 —
' E =5 -3 - -
Services Company 1s a Georgia corporatian and a wholly owned subsidiary of AGLR T g _g S E e i é g —
— ] o a —_
LezZ o 3 3 5§ 8%
AGLR is aregisiered "holding company” under the Public Utiity Holding Company Act i E § ] E 3 g 3 3 ig E g § 2
LR 8843 2 E3% —
— ) tChg & & 53
of 1935 Act (1935 Act") and Is subject {o regulation as such by the Secunties and | g 238 E 2 E 9 § 2 a g g <
EEr ko (6} =8 T
j 8 ho 8 E 2 §Q —
" o . ckEcgo S
Exchange Commussion ("SEC") AGLR's corporate address 1s T 538 3 ~ 8 E ? 2 ; —




The Market's Judgment:
Length of Time Investors Hold Stock
Before Selling

Docket No 04 00034
Exhibit CAPD SB___
Direct Testimony___
Schedule 19
Page 1 of 2

Stock Outstanding Listed In Most

On March 26, 2004 - -

Company Name Company Ticker Recent 10-K 100% TurnOver Since:
AGL ATG 63,700,000 02/24/2003
Atmos ATO 46,496,000 03/21/2003
Keyspan KSE 159,232,000 02/27/2003
|LaClede Group LG 19,022,000 08/10/2001
New Jersey Resources NJR 27,127,000 09/16/2002
NICOR GAS 44,011,206 08/18/2003
Northwest NWN 26,061,000 09/27/2002
Piedmont PNY 33,441,000 02/05/2003
Peoples PGL 36,689,968 05/21/2003
Southwest SWX 34,232,000 03/05/2002
WGL - WGL 48,612,000 11/29/2002




AGL Resources and Comparable Companies

Trading and Pricing History
Last Full Trading Week of March 2004

Pnces
Company Ticker Date High | Low | Close [Shares Traded
AGL Resources ATG | 03/26/2004| 28 23| 28 05| 28 06 136200
AGL Resources ATG | 03/25/2004| 28 24| 2801| 28 10 143500
AGL Resources ATG | 03/24/2004| 28 49| 28 04] 28 04 108900
AGL Resources ATG |03/23/2004| 28 47| 28 27} 28 37 182000
AGL Resources ATG | 03/22/2004| 28 59| 28 26| 28 27 168700
ATMOS ATO |03/26/2004| 25 24| 2505| 25 14 147700
ATMOS ATO | 03/25/2004{ 25 38| 2507| 2525 165100
ATMOS ATO |03/24/2004| 2547 25 18| 2518 193800
ATMOS ATO |03/23/2004| 25 64| 25 38| 2540 222600
ATMOS ATO | 03/22/2004| 25 87| 25 36| 2549 318000
NICOR GAS | 03/26/2004| 35 62| 35 28{ 35 44 221200
NICOR GAS | 03/25/2004| 35 72| 35 44| 3554 258500
NICOR GAS | 03/24/2004| 3593| 3547| 3562 236400
NICOR GAS | 03/23/2004| 36 15| 3575( 3576 199500
NICOR GAS | 03/22/2004| 36 28| 35 92| 36 00 149500
KEYSPAN KSE | 03/26/2004; 37 61| 37 28| 37 35 433600
KEYSPAN KSE | 03/25/2004| 37 53| 37 24| 37 42 379500
KEYSPAN KSE | 03/24/2004| 37 50| 37 15} 37 33 435300
KEYSPAN KSE |03/23/2004| 37 58| 37 25| 37 32 402600
KEYSPAN KSE | 03/22/2004| 37 85) 37 23| 3743 421400
LaClede Group LG 03/26/2004) 3004] 2970| 29 80 30000
LaClede Group LG 03/25/2004| 30 15{ 29 82| 30 00 44700
LaClede Group LG 03/24/2004 | 30 30| 29 90| 3000 43600
LaClede Group LG 03/23/2004| 30 43| 3005] 3025 41000
LaClede Group LG 03/22/2004| 30 32| 2980) 3013 55100
New Jersey Resources  |NJR | 03/26/2004| 37 40| 37 11| 37 19 92000
New Jersey Resources  |[NJR | 03/25/2004| 37 22| 37 05| 37 16 123000
New Jersey Resources  |[NJR | 03/24/2004| 37 13| 36 90| 36 96 157300
New Jersey Resources  |[NJR | 03/23/2004| 37 28| 37 03] 37 10 149700
New Jersey Resources  |NJR | 03/22/2004| 37 26| 36 81| 37 02 205300
Northwest Natural Gas  |[NWN | 03/26/2004| 31 37| 3110| 3123 42300
Northwest Natural Gas  |[NWN | 03/25/2004| 31 36| 3106 3129 40300
Northwest Natural Gas  |[NWN | 03/24/2004| 3133} 3110) 3115 52800
Northwest Natural Gas  |[NWN [ 03/23/2004| 31 47| 31 20| 3120 35900
Northwest Natural Gas  [NWN | 03/22/2004( 31 75| 3112} 3112 58400
Peoples PGL | 03/26/2004| 43 85| 43 59| 43 59 99000
Peoples PGL | 03/25/2004| 43 95] 43 64| 4370 95100
Peoples PGL | 03/24/2004| 44 37| 4372] 4379 143600
Peoples PGL | 03/23/2004| 44 40| 44 00| 44 03 109900
Peoples PGL | 03/22/2004! 44 78| 44 17| 44 23 169600
Piedmont PNY | 03/26/2004| 4138| 4100| 4128 80300
Piedmont PNY | 03/25/2004| 4140| 40 70| 4130 89900
Piedmont PNY | 03/24/2004| 4147} 4107, 4121 94600
Piedmont PNY | 03/23/2004| 41 50| 41 10| 4113 98300
Piedmont PNY | 03/22/2004| 42 15| 4168| 4170 114000
SouthWest SWX | 03/26/2004| 23 00| 22 85| 2292 76400
SouthWest SWX | 03/25/2004| 23 02| 22 85| 22 89 82300
SouthWest SWX | 03/24/2004| 23 12} 2282| 2290 68500
SouthWest SWX | 03/23/2004| 23 25| 22 90| 23 00 71300
SouthWest SWX | 03/22/2004| 23 20| 2281} 2307 96400
WGL Holding Co WGL | 03/26/2004| 29 76 29 38} 29 39 80400
WGL Holding Co WGL | 03/25/2004| 29 79| 2940| 2976 67700
WGL Holding Co WGL | 03/24/2004} 29 88| 29 32| 29 32 135300
WGL Holding Co WGL | 03/23/2004| 29 75| 29 50| 29 69 95500
WGL Holding Co WGL | 03/22/2004| 29 74| 28 39| 29 49 133000

Dncket No 04 00034
Esnibit CAPD SB___
Direct Testimony__
Scneduls 19
Page 2o 2



< Equity Returns in the United States:
12 Months Ending February 2004

Docket No 04 00034
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Comparison of Current Dividend Yields:
MorningStar Data Vs. Value Line's Data

Value Line
Div Yields
From Dr
Morin's
MorningStar Exhibits
Current Div Yields{RAM-5 and
April 30, 2004 RAM-6
ATO 4.90% 500%
KSE 4 90% 510%
LG 4 90% 4 60%
NJR 4,90% 3 40%
GAS 5 50% 5 50%
NWN 4.40% 4 30%
PNY 4 40% 5.30%
PGL 510% 4 00%
SWX 3.60% 3 70%
WGL 3 60% 4 80%
Average 4 62% 457%
Grand Average 4 60%

Docket No 04 00034

Exhibit CAPD SB____

Direct Testimony___
Schedule 21
Page 1 of 1



Comparison of Dividend Growth History:
To Value Line's Projected Growth Rate

Docket No 04 00034
Exhibit CAPD SB_____
Direct Testimony___

Schedule 22

Pagelofl11___
Atmos Dividend History
TenYr Vaiue Line
Five Yr Compound | Growth Rate
Increase From | Compound Growth |From Exhibit
Annual Dividends| Prior Year Growth Rate Rate RAM-6
1991 0.80
1992 083 3.75%
1993 085 2.41%
1994 088 3.53%
1995 092 4 55%
1996 098 6 52% 4 14%
1997 101 3 06% 4 00%
1998 106 4 95% 4 51%
1999 1.10 3.77% 4 56%
2000 114 3.64% 4 38%
2001 116 175% 3.43% 379%
2002 1.18 172% 3.16% 3.58%
2003 1.20 169% 2.51% 3.51% 9.00%




Comparison of Dividend Growth History:
To Value Line's Projected Growth Rate

Docket No 04-00034
Exhibit CAPD SB___
Direct Testimony___

Schedule 22

Page2of 11_____
Nicor Dividend History
TenYr Vaiue Line
Five Yr Compound | Growth Rate
Increase From | Compound Growth {From Exhibit
Annual Dividends|  Prior Year Growth Rate Rate RAM-6
1991 1.1200
1992 11800 5.36%
1993 1.2200 3 39%
1994 12600 3.28%
1995 12800 1.59%
1996 1.3200 3.13% 3.34%
1997 1 4000 6.06% 3.48%
1998 1.4800 571% 394%
1999 1 5600 5 41% 4.36%
2000 1 6600 6 41% 5.34%
2001 1 7600 6.02% 5.92% 4.62%
2002 18400 4.55% 5.62% 4.54%
2003 1.8600 1 09% 4.68% 4 31% 3.00%




Comparison of Dividend Growth History:
To Value Line's Projected Growth Rate

Docket No 04-00034
Exhibit CAPD SB
Direct Testimony___

Schedule 22
Page 3 of 11
KeySpan Dividend History
TenYr Value Line
Five Yr Compound | Growth Rate
Increase From | Compound Growth |From Exhibit
Annual Dividends| Prior Year Growth Rate Rate RAM-6
1991
1992
1993
1994
1995 178
1996 1.78 0.00%
1997 1.78 0 00%
1998 1.19 -33 15%
1999 1.78 49 58%
2000 178 0 00%
2001 1.78 0 00% 0.00%
2002 1.78 0.00% 0.00%
2003 178 0.00% 8 39% 7.50%




Comparison of Dividend Growth History:
To Value Line's Projected Growth Rate
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Pagedof 11__ _
Laclede Dividend History
Ten Yr Value Line
Five Yr Compound | Growth Rate
Increase From | Compound Growth {From Exhibit
Annual Dividends| Prior Year Growth Rate Rate RAM-6
1991
1992
1993
1994
1995
1996
1997 1.3000
1998 13200 154%
1999 1.3400 1.52%
2000 1.3400 0 00%
2001 1 3400 0 00%
2002 1 3400 0.00% 0.61%
2003 1.3400 0.00% 030% 5 50%




Comparison of Dividend Growth History:
To Value Line's Projected Growth Rate

Docket No 04 00034
Exhibit CAPD SB____
Direct Testimony___

Schedule 22

Page5of 11__
New Jersey Dividend History
Ten Yr Value Line
Five Yr Compound | Growth Rate
Increase From | Compound Growth |From Exhibit
Annual Dividends|  Prior Year Growth Rate Rate RAM-6
1991 100
1992 101 1 33%
1993 101 0.00%
1994 101 0.00%
1995 1.01 0.00%
1996 1.03 197% 0 66%
1997 107 3 23% 1 03%
1998 109 2 50% 1.53%
1999 1.12 2.44% 2 02%
2000 1.15 2.68% 2 56%
2001 117 1.74% 2.52% 1 58%
2002 1.20 2.56% 2.38% 171%
2003 124 3 33% 2.55% 204% 8 50%




Comparison of Dividend Growth History:
To Value Line's Projected Growth Rate

Docket No 04 00034

Exhibit CAPD SB____
Direct Testimony___
Schedule 22

Page6of 11
Northwest Dividend History
TenYr Value Line
Five Yr Compound | Growth Rate
Increase From | Compound Growth |From Exhibit
Annual Dividends| Prior Year Growth Rate Rate RAM-6 -
1991
1992 11470
1993 1.1670
1994 1.1730
1995 11800
1996 12000
1997 12050 0.99%
1998 1.2200 124% 0 89%
1999 12250 0.41% 0.87%
2000 1.2400 122% 1.00%
2001 12450 040% 0 74%
2002 1.2600 120% 0.90% 0.94%
2003 12700 079% 081% 0 85% 5 00%




Comparison of Dividend Growth History:
To Value Line’s Projected Growth Rate

Docket No 04 00034

Exhibit CAPD SB____
Direct Testimony___
Schedule 22

Page7of 11____
Peoples Dividend History
TenYr Value Line
Five Yr Compound | Growth Rate
Increase From | Compound Growth |From Exhibit
Annual Dividendsl  Prior Year Growth Rate Rate RAM-6
1991 1.7050
1992 17500 2.64%
1993 1.7750 143%
1994 17950 113%
1995 1 8000 0 28%
1996 1 8300 1.67% 143%
1997 18700 2.19% 134%
1998 19100 214% 1.48%
1999 1.9500 2.09% 1.67%
2000 1 9900 2.05% 203%
2001 2.0300 201% 2.10% 1.76%
2002 2.0700 197% 205% 1.69%
2003 2.1100 1.93% 201% 1.74% 4 00%




Comparison of Dividend Growth History:
To Value Line's Projected Growth Rate

Docket No 04 00034
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Page8of 11_____
Piedmont Dividend History
Ten Yr Value Line
Five Yr Compound |Growth Rate
Increase From} Compound Growth |From Exhibit
Annual Dividends| Prior Year Growth Rate Rate RAM-6
1991 087
1992 0 91 4 60%
1993 097 6.04%
1994 1.03 6 22%
1995 109 5.85%
1996 115 5.53% 5.65%
1997 121 5.24% 5.78%
1998 128 6 22% 5.81%
1999 136 6 25% 5.82%
2000 144 5.88% 5.82% ,
2001 1.52 5 56% 5 83% 574%
2002 159 4 28% 5 64% 571%
2003 1.65 379% 5.15% 548% 7 50%




Comparison of Dividend Growth History:
To Value Line's Projected Growth Rate

Docket No 04 00034
Exhibit CAPD SB
Direct Testimony___

Schedule 22
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Southwest Dividend History
TenYr Value Line
Five Yr Compound | Growth Rate
Increase From | Compound Growth |From Exhibit
Annual Dividends| Prior Year Growth Rate Rate RAM-6
1991
1992
1993
1994
1995 082
1996 0.82 0.00%
1997 082 0 00%
1998 0.82 0.00%
1999 0.82 0 00%
2000 0.82 0 00%
2001 082 0 00% 0.00%
2002 0.82 0.00% 0 00%
2003 082 0.00% 0.00% 9 50%




Comparison of Dividend Growth History:
To Value Line's Projected Growth Rate

Docket No 04 00034
Exhibit CAPD SB____
Direct Testtmony___

Schedule 22
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WGL Dividend History
Ten Yr Value Line
Five Yr Compound [ Growth Rate
Increase From | Compound Growth {From Exhibit
Annual Dividends| Prior Year Growth Rate Rate RAM-6
1991 1.0500
1992 10700
1993 1 0850
1994 1.1050
1995 1.1175
1996 11350 1.57%
1997 1.1700 3 08%
1998 1.1950 214%
1999 12150 1.67%
2000 1.2350 1.65%
2001 12550 162% 2.03% 1 80%
2002 12675 1.00% 161% 1.71%
2003 12775 079% 1.34% 165% 7 00%




Sources.

Sources of Dividend Growth History: Docket No 04-00034
Exhibit CAPD SB____

Direct Testimony___
Schedule 22
Page 11 of 11

Company SEC Form Filed YYYY MM DD
ATMOS ENERGY SEC 10-K 2003 11 15

ATMOS ENERGY SEC 10-K405 2000 11 15
ATMOS ENERGY SEC 10-K405 1995 12 12
KEYSPAN CORP SEC 10-K 2000 03 10
KEYSPAN CORP SEC 10-K 2004 03 11 01
LACLEDE GROUP SEC 10-K 2003 11 21
LACLEDE GROUP SEC 10-K405 2001 12 21
NEW JERSEY SEC 10-K 1995 12 29

NEW JERSEY SEC 10-K 2003 12 16 03

NEW JERSEY SEC 10-K405 1999 12 28
NICOR INC SEC 10-K 2004 02 20

NICOR INC SEC 10-K405 1995 03 24

NICOR INC SEC 10-K405 1999 03 19
NORTHWEST NATURAL SEC 10-K 1998 03 17
NORTHWEST NATURAL SEC 10-K 1999 03 29
NORTHWEST NATURAL SEC 10-K 2004 03 09 01
NORTHWEST NATURAL SEC 10-K405 1997 02 24
PEOPLES ENERGY SEC 10-K 1999 12 22 01
PEOPLES ENERGY SEC 10-K 2003 12 11
PEOPLES ENERGY SEC 10-K405 1995 12 21
PIEDMONT SEC SEC 10-K 2004 01 12
PIEDMONT SEC SEC 10-K405 1995 01 12
PIEDMONT SEC SEC 10-K405 2000 01 24
SOUTHWEST GAS SEC 10-K 2004 03 12 01
SOUTHWEST GAS SEC 10-K 2004 03 12 03
WASHINGTON GAS SEC 10-K 1997 12 19
WASHINGTON GAS SEC 10-K405 1995 12 14
WGL HOLDINGS SEC 10-K 2001 12 20 01
WGL HOLDINGS SEC 10-K A 2004 01 26 01

-



History of Value Line Forecasting:
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Pagelof2___ _
Date of Value Line Forecast Forecasts:
Forecasted | Forecasted
Forecast Annual Annual Forecasted

Yr Mo Day Period Earnings/Shr| Div/Shr |PayOut Ratio
1994 4 1 97-99 28 2.26 8071%
1994 7 1 97-99 28 226 80 71%
1994 9 30 97-99 28 2.26 80 71%
1994 12 30 97-99 28 224 80 00%
1995 3 31 98-00 3 23 76 67%
1995 6 30 98-00 295 224 75 93%
1995 9 29 98-00 32 226 70 63%
1995 12 29 98-00 165 118 71 52%
1996 3 29 99-01 175 124 70 86%
1996 6 28 99-01 18 126 70 00%
1996 9 27 99-01 18 126 70 00%
1996 12 27 99-01 18 126 70 00%
1997 3 28 00-02 19 13 68 42%
1997 6 27 00-02 1.9 13 68 42%
1997 9 26 00-02 19 13 68 42%
1997 12 26 00-02 17 115 67 65%
1998 3 27 01-03 17 115 67 65%
1998 6 26 01-03 165 115 69 70%
1998 9 25 01-03 165 115 69 70%
1998 12 25 01-03 165 1.15 69 70%
1999 3 26 02-04 19 12 63 16%
1999 6 25 02-04 19 12 63 16%
1999 9 24 02-04 185 12 64 86%
1999 12 24 02-04 17 115 67 65%
2000 3 24 03-05 165 115 69 70%
2000 6 23 03-05 175 115 65 71%
2000 9 22 03-05 17 115 87 65%
2000 12 22 03-05 17 115 67.65%
2001 3 23 04-06 17 115 67 65%
2001 6 22 04-06 185 1.15 62 16%
2001 9 21 04-06 205 116 56.59%
2001 12 21 04-06 205 115 56 10%
2002 3 22 05-07 21 116 55 24%
2002 6 21 05-07 21 116 55 24%
2002 9 20 05-07 21 108 51 43%
2002 12 20 05-07 21 108 51 43%
2003 3 21 06-08 21 108 51 43%
2003 6 20 06-08 215 1.12 52 09%
2003 9 23 06-08 2.25 112 49 78%
2003 12 19 06-08 225 112 49 78%
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Error in Value Line Forecasting:

Errors in Value Line
AGL Resources Actual Performance Value Line Forecast 5-Yrs Earlier Forecast 5-Yr Forecast
Percent
Error In
Value Percent | Percent
Line Error In Error In
Actual Forecasted| Forecasted PayOut [Value Line|Value Line
Earnings per |Dividends per| PayQOut Value Line PayOut Annual Forecasted Ratio | Earnings | Dividends
Financial Perod share share Ratio Forecast For Ratio Earnings/Shr | Annual Div/Shr | Forecast | Forecast | Forecast
Fiscal 1994 117 104 88 89% ’
Fiscal 1995 050 104 208 00%
‘Fiscal 1996 137 106 77 37%
Fiscal 1997 137 108 78 83%
Fiscal 1998 141 108 76 60%
Fiscal 1999 130 108 83 08% 1999 80 71% 140 113 293%! 769% 4 63%
Fiscal 2000 129 108 83 72% 2000 76 67% 150 115 920%| 16 28% 6 48%
Fiscal 2001 163 108 66 26% 2001 70 86% 175 124 -6 49%| 7 36% 14 81%
Calendar 2002 184 108 58 70% 2002 68 42% 190 130 -1421%| 3 26% 20 37%
Calendar 2003 203 111 54 68% 2003 67 65% 170 115 -1917%| -1626% | 360%
Average Forecast Error 99-02 »|-2.14%) 8.65% |11.57%
Average Forecast Error 99-03 — |-5.55%| 3.67% | 9.98%




Comparison of Growth Rates:
ZACK's and Yahoo

Zaks
Growth
Rate
From Dr.
Morin's  |*Yahoo
Company |Schedule |Growth
Symbol RAM-5 |Rates
ATO 6 30% 400%
GAS 4.60% 300%
KSE 5 60% 500%
LG 3.00% 4.00%
NJR 6 30% 6 00%
NWN 4.20% 4 50%
PGL 4 00% 500%
PNY 5 20% 4 50%
SWX 5 50% 500%
WGL 3.90% 400%
Average 486%| 450%
Grand Average 4 68%

* Yahoo Internet Path

http:/finance yahoo com/q/ae?

s=TickerSy

Docket No 04 00034
Exhibit CAPD SB____
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Schedule 24
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MARKET WIDE RATE OF RETURN: 1925-2002  brect estmony__
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Index of Returns To S & P 500 Companies Pagelofl
Year-To-Year Year-To-Year
Percentage Percentage
S & P 500 Change In S & P 500 Change In
Company S & P 500 Company| S & P 500
Total Company Total Company
Return Total Return Total
index Return Index Return
YEAR For Year Index YEAR For Year Index
(1) ) (3) @) 5) 6)
1925 100 1964 47 14 16 48%
1926 112 11 60% 1965 5301 12 45%
1927 154 37 54% 1966 47 67 -10 06%
1928 220 43 58% 1967 59 10 23 98%
1929 202 -8 44% 1968 65 64 11 06%
1930 152 -24 88% 1969 60 06 -8 50%
1931 086 -43 34% 1970 62 47 4 01%
1932 079 -8 15% 1971 7141 14 31%
1933 121 53 87% 1972 84 96 18 98%
1934 120 -140% 1973 72 50 -14 66%
1935 177 47 62% 1974 53 31 -26 47%
1936 237 3396% 1975 7314 37 20%
1937 154 -3502% 1976 90 58 23 84% '
1938 202 31 08% 1977 84 08 -7 18%
1939 201 -0 40% 1978 89 59 6 56%
1940 1 81 -9 76% 1979 106 11 18 44%
1941 160 -11 59% 1980 140 51 32 42%
1942 193 20 29% 1981 133 62 -4 91%
1943 243 2595% 1982 162 22 21 41%
1944 291 19 74% 1983 198 74 22 51%
1945 397 36 44% 1984 21120 6 27%
1946 365 -807% 1985 279 11 32 16%
1947 385 571% 1986 330 67 18 47%
1948 407 5 50% 1987 347 97 523%
1949 483 18 79% 1988 406 46 16 81%
1950 6 36 3170% 1989 534 46 3149%
1951 789 24 03% 1990 517 50 317%
1952 934 18 36% 1991 675 59 30 55%
1953 924 -0 99% 1992 727 41 767%
1954 14 11 52 62% 1993 800 08 9 99%
1955 18 56 3156% 1994 810 54 131%
1956 1978 6 56% 1995 1113 92 37 43%
1957 17 65 -10 78% 1996 1370 95 23 07%
1958 2530 43 36% 1997 1828 37 3337%
1959 28 32 11 95% 1998 2350 89 28 58%
1960 28 46 047% 1999 2845 63 21 04%
1961 36 11 26 89% 2000 2586 52 9 11%
1962 32396 -8 73% 2001 2279 13 -11 88%
1963 40 47 22 80% 2002 1775 34 -22 10%
*Source Ibbotson Associates 2003 Yearbook ACTUAL P1020% 12 20%
L | RETURN A
Columns (2), (5) - From Table B-1 ARITHMETIC
Columns (3), (6) - From Table A-1 AVERAGE
| l




RISK FREE RATE OF RETURN: 1925-2002

Index of Returns To Three-Month Treasury Bills

Year-To-Year Year-To-Year
Percentage Percentage
T-Bill Change In T-Bill Change in
Total T-Bill Total T-Bill
Return Total Return Total
Index Return Index Return
YEAR For Year Index YEAR For Year Index
(1) 2 (3) (4) (5) (6)
1925 1 00000 1964 176000 353%
1926 103300 3 30% 1965 182900 392%
1927 1 06500 310% 1966 191600 4 76%
1928 1 10300 357% 1967 199700 4 23%
1929 1 15500 471% 1968 210100 521%
1930 118300 242% 1969 223900 6 57%
1931 119600 110% 1970 2 38500 6 52%
1932 120700 092% 1971 2 49000 4 40%
1933 121100 033% 1972 2 58500 3 82%
1934 121300 017% 1973 2 76400 6 92%
1935 121500 016% 1974 298600 8 03%
1936 121700 016% 1975 3 15900 579%
1937 122100 033% 1976 3 31900 5 06%
1938 122100 0 00% 1977 348900 512%
1939 122100 0 00% 1978 3 74000 7 19%
1940 122100 0 00% 1979 4 12800 10 37%
1941 122200 0 08% 1980 4 59200 11 24%
1942 122500 025% 1981 526700 14 70%
1943 122900 033% 1982 5 82200 10 54%
1944 123300 033% 1983 6 33500 881%
1945 123700 032% 1984 6 95900 9 85%
1946 124200 040% 1985 7 49600 7 72%
1947 124800 048% 1986 7 95800 6 16%
1948 1 25800 0 80% 1987 8 39300 547%
1949 127200 111% 1988 8 92600 6 35%
1950 128700 118% 1989 9 67300 8 37%
1951 1 30600 148% 1990 10 42900 7 82%
1952 132800 168% 1991 11 01200 5 59%
1953 135200 181% 1992 11 39800 351%
1954 136400 0 89% 1993 11 72800 2 90%
1955 138500 154% 1994 12 18600 391%
1956 141900 2 45% 1995 12 86800 5 60%
1957 146400 317% 1996 13 53800 521%
1958 148600 150% 1997 14 25000 5 26%
1959 1 53000 2 96% 1998 14 94200 4 86%
1960 157100 2 68% 1999 15 64100 4 68%
1961 1 60400 210% 2000 16 56300 5 89%
1962 1 64800 274% 2001 17 19700 3 83%
1963 1 70000 316% 2002 17 48000 165%
*Source Ibbotson Associates 2002 Yearbook Actual Return|p» 3 79% 383%
Column (2) - From Table B-9 A
Column (3) - From Table A-14
Column (5) - From Table B-9

Column (6) - From Table A-14

Arthmetic "Average" Return
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Risk Premium Suggested Rate Of Return
Market

Risk Company Company

Debt Beta Premium = | Risk | Equity
Average April2003-

Yield Mar2004 10 20% - 3 79% Premum Cost

Company (Stock Exchange SYMBOL) (a) (b) (c) (d)=(b)X(c) (e)=(a)+(d)
AGL Resources (NYSE ATG) 6 74% 0253 641% 162% 8 36%

Comparable Companies
Atmos Energy Cp (NYSE ATO) 6 74% 0019 641% 012% 6 86%
Nicor Inc (NYSE GAS) 6 74% 0349 641% 224% 8 98%
KEYSPAN CORP (NYSE KSE) 6 74% 0234 641% 150% 8 24%
LaClede Group (NYSE LG) 6 74% 0 068 641% 044% 7 18%
N J Resources (NYSE NJR) 6 74% 0 056 641% 0 36% 710%
Northwest Natural (NYSE NWN) 6 74% -0 141 641% -0 90% 584%
Peoples Energy (NYSE PGL) 6 74% -0 034 641% -0 22% 6 52%
Piedmont Nat Gas (NYSE PNY) 6 74% 0021 641% 014% 6 88%
SOUTHWEST GAS (NYSE SWX) 6 74% 0 309 641% 198% 872%
WGL Holdings Inc (NYSE WGL) 6 74% 0127 641% 081% 7 55%
** Av of Comparable Cos (Exc AGL) 6 74% 0101 641% 065% 7 39%
t
Risk Premium Suggested Rate Of Return

Using Value Line's Beta 6 74% 0770 6 41% 4 94% 11 68%




AGL Resources (NYSEATG)

Comparable Companies:

Atmos Energy Cp (NYSE:ATO)
Nicor Inc (NYSE:GAS)

KEYSPAN CORP (NYSE:KSE)
LaClede Group (NYSE:LG)

N J Resources (NYSE:NJR)
Northwest Natural (NYSE:NWN)
Peoples Energy (NYSE:PGL)
Piedmont Nat Gas (NYSE:PNY)
SOUTHWEST GAS (NYSE:SWX)

WGL Holdings Inc (NYSE:WGL)

Sources on the Internet

Docket No 04-00034
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(1)
0.24

0.05
0.35
0.40
0.02
0.05
-0.15
-0.05
0.03
0.18

0.15

AOL OnLine
Company (Stock Exchange: SYMBOL)|Yahoo (ComStock)

(2)
27

-.05
0.37
0.33
0.05
0.05
NA
-.05
0.02
0.19
0.16

Lycos

(3)
0.27

-0.04
0.37
NA
0.05
0.05
-0.11
-0.03
0.02
0.19

0.17

CAPD
Calulati
on Value Line
(4) (9)
0.27 0.75
-0.02 0.65
0.41 1.00
0.29 0.75
0.09 0.70
0.05 0.70
-0.12 0.60
-0.04 0.75
0.02 0.70
0.21 0.75
0.17 0.70




Docket No 04 00034
Exhibit CAPD SB_____
Direct Testimony___
Schedule 29
Page 1 of 1

Value Line Beta Is
.35 + Two-Thirds of Calculated Beta

Calculated Values Calculated Value Line
‘Masked' by Value Beta
Line Procedures 0.35

T 0.42

0.48
0.55
0.62
0.68
0.75
0.82
0.88
0.95
1.02




History Of Value Line Beta For AGL Resources

Date of Value Line Publication Beta
Yr Mo Day
1994 4 1 060
1994 7 1 0.60
1994 9 30 0.65
1994 12 30 0.65
1995 3 31 0.65
1995 6 30 0.65
1895 9 29 0.60
1995 12 29 0.70
1996 3 29 075
1996 6 28 0.75
1996 9 27 075
1996 12 27 0.75
1997 3 28 070
1997 6] 27 070
1997 9 26 070
1997 12 26 075
1998 3 27 0.70
1998 6 26 0.70
1998 9 25 0.70
1998 12 25 0.65
1999 3 26 065
1999 6 25 0.65
1999 9 24 065
1999 12 24 0.65
2000 3 24 0.65
2000 6 23 0.60
2000 9 22 0 60
2000 12 22 060
2001 3 23 060
2001 6 22 0 55
2001 9 21 0.55
2001 12 21 0.60
2002 3 22 060
2002 6 21 0 60
2002 9 20 0.70
2002 12 20 075
2003 3 21 0.75
2003 6 20 0.75
2003 9 23 0.75
2003 12 19 075
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RISK PREMIUM ANALYSIS AGL RESOURCES AND COMPARABLE COMPANIES REGRESSED AGAINST S&P 500
WGL

BETA FOR Peoples Holdings
60 MONTH KEYSPAN {LaClede NJ Northwest Energy  {Piedmont Nat| SOUTHWEST |Inc
PERIOD AGL Resources |Atmos Energy [ Nicor Inc CORP Group Resources |Natural (NYSE P |Gas GAS (NYSE W |Value Line
ENDING (NYSE ATG) Cp (NYSE ATO) [(NYSE GAS) |(NYSE KSE)|(NYSE LG) [(NYSE NJR)[(NYSE NWN) [GL) (NYSE PNY) [(NYSE SWX) |GL} Beta (ATG)
1998/01 066 014 065 077 033 043 012 084 034 049 0622 075
1998/02 0865 014 064 o077 031 048 017 086 034 058 0604 075
1998/03 067 Q15 063 076 030 0514 017 085 039 058 0592 075
1998/04 066 020 061 074 032 052 019 084 046 060 0 555 070l
1998/05 068 018 064 073 03 054 017 081 050 062 0573 070
1998/06 068 017 063 Q70 031 055 018 083 053 064 0595 070
1998/07 Q070 020 064 073 034 057 022 088 061 066 0648 070
1898/08 053 020 040 050 029 042 029 070 047 083 0438 070
1998/09 055 020 043 050 030 044 036 a71 056 098 0515 070
1998/10 058 021 043 051 036 048 036 070 055 103 0463 070
1998/11 058 018 o041 048 034 045 035 067 049 100 0426 070
1988/12 060 020 040 050 036 045 031 068 049 102 0441 070
1999/01 057 017 037 047 032 042 027 064 043 099 0410 065
1999/02 05 027 035 045 [k 043 025 063 g 40 093 0392 065
1999/03 054 023 030 039 034 041 020 058 037 087 0384 065
1999/04 055 025 031 040 033 042 021 062 034 087 0389 065,
1999/05 052 024 029 039 028 040 917 059 031 087 0366 065
1999/06 050 023 028 040 029 035 016 050 028 087 0384 065,
1999/07 047 023 028 036 028 032 010 049 o2 086 0342 0865
1999/08 050 024 028 035 029 033 o1 048 023 086 0354 065
1996/09 051 027 030 036 024 029 012 048 029 088 0323 065
1899/10 053 024 o3 035 022 029 013 051 030 080 0318 065
1999/11 049 028 027 034 022 032 010 044 029 076 0281 065
1999/12 045 024 024 030 021 030 005 040 026 073 Q266 065!
2000/01 042 0y 019 027 029 032 008 043 030 081 0321 065
2000/02 041 033 023 031 027 032 010 045 034 082 0321 0865
2000/03 044 028 027 051 026 040 009 040 035 079 0388 065
2000/04 045 028 025 047 027 042 003 033 031 078 0412 065
2000/058 047 022 021 045 026 044 004 029 029 077 0338 0 65|
2000/06 047 022 020 045 026 043 004 029 028 077 0394 065
2000/07 043 018 020 045 025 042 003 029 027 075 0392 060
2000/08 045 017 021 047 028 041 004 030 026 078 0 401 0 69|
2000/09 039 018 021 038 026 038 004 027 020 a70 0347 060
2000/10 039 015 024 040 025 038 004 027 o 070 0350 060
2000/11 029 005 018 030 020 033 001 on 013 a67 0250 060
2000/12 023 005 014 029 020 032 000 010 012 066 0245 Q60
2001/01 027 006 010 027 018 03 002 007 010 066 0219 960
2001/02 021 010 007 023 008 027 004 001 013 063 0216 060
2001/03 019 009 007 024 009 022 002 002 o 007 061 0204 0 60
2001/04 020 006 oos 024 010 023 008 003 007 060 0212 060
2001/05 021 006 008 024 o1 024 006 003 007 059 0214 060
2001/06 021 006 008 026 009 024 007 002 007 058 0223 060
2001/07 020 004 009 026 012 g23 006 000 009 059 0202 055
2001/08 025 008 006 [\Y7) 007 021 008 002 011 059 0209 0 55
2001/09 029 008 004 019 0086 022 oos 002 014 061 0204 0 55
2001/10 028 008 004 019 . 006 023 007 003 014 059 0203 055
2001/11 029 014 002 016 006 021 008 004 015 059 0187 055
2001/12 030 014 002 015 007 921 007 005 014 059 0177 0 585
2002/01 032 013 002 017 007 022 005 004 014 058 0204 0 60|
2002/02 031 014 002 017 007 021 0as 004 015 059 0200 0 80|
2002/03 030 012 002 019 004 021 007 004 016 058 0207 0 60|
2002/04 028 008 001 020 000 019 006 004 014 960 0199 060
2002/05 029 009 002 019 001 017 006 005 013 060 0178 0 60|
2002/06 026 010 Q00 019 003 018 005 003 on 054 0182 060
2002/07 026 005 027 021 001 017 007 002 017 064 0199 060
2002/08 023 -001 027 021 003 018 005 003 020 067 0198 060l
2002/09 025 002 025 020 005 014 001 003 017 060 0190 0 60|
2002/10 026 003 029 022 006 on 001 40 016 058 0169 070
2002/11 024 002 028 018 006 009 007 001 010 057 0157 Q70
2002/12 023 001 025 018 Q04 007 010 005 o008 054 0127 70
2003/01 024 000 026 019 005 008 008 004 010 056 0129 075
2003/02 024 000 026 018 Q06 007 010 002 009 053 0126 075
2003/03 024 001 02s 017 006 006 010 002 006 053 0126 075
2003/04 027 003 029 020 007 008 <008 002 008 051 0131 075
2003/05 026 008 033 020 010 008 006 005 008 050 0133 075
2003/06 027 006 032 023 010 008 006 004 007 048 0125 Q75
2003/07 027 005 032 022 010 008 006 003 006 048 0114 075
2003/08 028 003 037 025 008 007 015 003 004 031 0136 Q75
200309 026 003 035 023 007 005 020 006 003 028 0077 075"
2003/10 023 002 034 021 004 003 022 009 004 020 0104 Q75
2003/11 023 oo 034 022 005 003 023 010 004 021 0118 075
2003/12 o2 002 036 022 o 003 019 010 £03 016 0113 975
2004/01 025 001 038 026 006 005 016 0086 001 017 0149 Q975
2004/02 024 003 038 028 006 004 015 -0 06 003 019 0151 Q75
2004/03 027 -0 02 Q 41 029 009 005 012 -004 002 0 21 0167 075
Average -
Recent 12
Mos 025 002 035 023 007 006 014 -0 03 002 031 013 Q75




. THE FOUR ScrNaRios

_For much of the postwar penod siate

Net Interest Paid by the, F'-"edeml‘Governm'ent
{Farcent of tegeral govemment ‘expendit

' mentSpending was a’ leadifig *grow
»1 | mumicpal consimpudn-and wive
D aly! 1960:t0°1975; boost
s share of GDP from 9.
then chidniged dramatically.

ures e'xclud:_mé'v

Docket No. 04-00034 )

Exhibit CAPD-SB___ o

Direct Testimony__ Cl

" “Schedule 32
Page 1 of 1

: énd_,lchl ‘govem.
4 indusey " Rea) -
eStment rose 4'4% g
ng:total state and local .1

y l\}‘ml'shbxcvt_)ack_ t0'20%.

Whe.robust advances, of 198390, and . . ™
" Should conumie 16 st 1o hag 1 o o

', forecast nterval than dun
«ays w1l nse more raprdly than coniurmpy

', Iment] the result'of big intreases 1n Medicay

** retzement pensions ¢

Government. Federal discrenon I
to remawn under pressure throughout thé pro- -
s Washington attempts'(o ruugate the .
nsing enutlement spéndmg: on the "
ral government )
1 e Fecen pesk ot
92 10 a low of 16.3% 1n 201 Eobefare.t
2026 Personal transfer -
xpand as'a.share of govemment Cigzént -
asiig from 43% Laist year 10,399 by

jection penod, as
1mpacts of mpidly
tederal budger. As-
‘curTent expendinires:
" -almost 22.5% 1n, 19
"'sradually nsing
o :Payments w"pll"c‘

. e el hanade ot D PSR [

a share of GDP, fede i '!'nlé'rﬁa,f!:i'ﬁ?'l-_ib? outlook:

unicenaug amorig il of Gic'econory's s
The dollar’s real exchange eate Should deciu,
Ahe forecast pénod By2026¢
L% below'its 2000 Jevel.

onwrary tg the ‘general

~ Real ;;»:)inry_spéqdmg sho
and 2026, as the o
dend In 2000 m,
“wial federd vyl
‘988 The'average doferice’s
as c:ra:g: 1548% dunng 2\00_0’-26.“: .

[P R, “ .t :_'_)'
ues.o redp apeisie’ div -t
ng gimered only 18% ot 0
 as recentlyag .

federal, outlay’ wal - healthy ‘advances, avera

; Bveragng 6
while, real 1mports
o ol e T e 1dly, averagf

" Lutere p‘.xym':cms‘*—thc'fas;csi—grdivmg co e
g in recen Lyears---rose from.
getin’1976.10217 5%
the:rapidly cxpanding f, :
, %,{!_o_’,‘}G%’prDP overihe - B
esi share should steas)
2014 (Extubu 14) “Afrer A
budget (unified hasiv) recorded a sur-

We expect su;'plux:t 10 continue’ /17
verage 02% of GDP trough fis

% share of the bud - }'l’pﬁ;s and Fq‘i‘ﬁ’tie;s., _ .
. between 7 6 '%'J;iild‘_S"Of/'c\of GNP. above the ive age’
share dungith 19805 Meanwhule. Sorbogaie cash i
Willaverage 1171% of. Y
fq}zqi';ith'c"ai)éi ;

fwhich Cimbed §r
Name penod), "th,'m_l_,‘cr !
18 than 2% ufler - of the pa

o fates found in glx_é'_ué;ia;dg;l:!boki cl
cal ' éﬁ‘nrontﬁ%hfgi’-quqb's" over the next ten. years; with .
i es enjoyisig stéady 5.3
T 2001and 2026 - F

1) copsympt_xoq,and nvestment have mg

ue 1o n1sé less than | 0% angqaﬂ_y—'q!_ﬁpﬁgfx'

ng the firsthaif SOverall out- ~ o
01 and invest.”

ud oi:dg_\lls‘g};q:‘

AL
{orforeign trade

pro hably

mmeted:

v

g'6.0%

Bﬁ%fﬂfsr\,}*p{qﬁ ts. “'?,‘l‘llvh:b\ifcxr

'S years: The siable
oderate rea) nicrest
provide an éxcellcrit

= - b, S et
GNP over the Projecnon penoc.

T
)

% annual-gairis berween -

5o

,S-char\‘}‘ .u,s: Sur

EANNT

nmer 2,




ice

CURRENT POSITION 1892
SMILL

TL RECENT 35 PE 15 6 Traifing 15.1 }{ RELATIVE 095 oIvD 607 VAEUE' 471
NYSE-ATG PRICE RATIO 2 Median, 13.0 /| PE RATIO U. YLD /0 NE:i.
TIMELINESS Beow 1. High:| 103| 145| 190} 243| 264 280] 308] 321l a7sl agol 425] aesl argt nce Ran
4 ge
(gggmﬁ%mcm&mm) "‘::vﬂ“ 77| 96| 140 185| 194] 215| 239 2_{:‘:."5 , 298| 303| 340 340 1007 | 1008 I1ggg |
SAFETY Avemge et - 100
e 1 it 3 Lowo " [ : Docket No 04-00034 o
BETA &0 (100 = Markel) [, . Exhibit CAPD-SB__ 64
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Pnce Galn  Retum [ vided by integest Bate FR A i —_— ©
o 45 ((?g:/ﬁg i \\ L i Appendix -Value Line History 2
W - o 4 L | Il
Insider Decisions h s o i Page 1of 40__ ?g
JASONDJFM ! S S
wBy 000000000 A - 12
Oppons 0 0 { 0 0 0 0 0 0 e A
Ip Sel! 00000000O00OQ
Institutional Decisions - f Sh‘l’:‘;‘;‘:‘;““
oL B <] | R N AN recessions
Bw T30 19 e Percont 60 ——r—jiir . = :
ﬁw' O0) 4284 4323 3975 |traded 2.0 — H b Options: None
197811979 11980 1981|1982 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990 | 1991 1992 1993 | 1994] 7995 | © VALUELNEPUS. INC. | 37-59
4806| 8027|7711 9144 10423] 9654| 00| 7485| 5517 | 5248| 4594 | 4326] 4517| 4052 4088 4547| 46.80| 49.25 Revenues pershA 57.25
25| 34| 340\ 37| 299| 320 374| 33| 04| 368 379| 86| 409| 414| 467| 451 440 464 “Cash Flow" persh 5.25
162 131} 185 1291 91| {56 225| 182 167| 204| 225\ 190 202 207| 226 216] 225 235|Eamingspersh® 280
68| 72| 75| 8| 0| 9| 108 126 140] 160| 176| 188 196| 204] 206 208] 209| 212|OwdsDecrdpershom | 226
343 3511 397\ 4%01 505/ 467| 589| G603| G660| 71| 572| 529] S47| 591 548 498| 540 490 CapiSpendmgpersh |48
f112] 171] 1252| 1299 | 1290| 1274| 1384 | 1425| 1518 1578 1744| 1766| 1793) 1884| 1957| 1979| 2050! 21.25| Book Value per sh® 23.25
07| 907] 907| 907| 926( Tis4| 133 | 155 | 1828] 1874| 2124| 2170 2216| 2379| 2433| 2485] 2590] 2640|CommonShs OtafgE | 2800
48| 61 48[ 59| g3| 57| 47| 83| 18] 115 {11| 137] 42| 153| 155] 179 Boid rghres a | Avg AnriPFE Ratio 135
6) 8| | 72| 91| 4 44| 7| 80| 77| 92| 104] 105 98| 94| 105 Vewdime | Relatve P/E Rato 105
86%| 91%| 102% | 111% | 120% | 109% | 101% | B4% | 71% | 68% | 71% | 72% | 68% | 64% | 59%| 540)  estwbates Avg Ann'l Div'd Yield 6.0%
?:&'L‘:tf{%‘;%ﬁfgﬁ:’l;g’ﬂfgwOmm 12257 11647 10083 | 9835 9756 9387] 10000 |- 9%39| 9946| 11303| 1210] 1300 | Revenues (Smil] A 1600
LT Debt $509 8 mill LT Interest $42 1 mill 296 297 292 394 460 421 456 494 554 575 61.5 66 0 Net Profit (Smlll) 82.0
(LT interest eamed 3 4x, total nterest 478% | 467% | 460% | 476% | 318% | 276% | 317% | 386% | 318%| 329%| 320%]| J20% income Tax Rals 320%
coverage 3 0x) 24% | 25%| 20% | 40%| 47% | 45%| 46%| S1%| 55%| 51%| 51%| 5 1% |NetProfit Margm 51%
486% | 498% [ 494% | 462% [ 493% | 479% | 502% | 496% | 495% | 476%| 475% | 475% |Long-Term DebtRato | 48.0%
Leases, Uncapialized Annual rentals $6 0 mill 453% | 455% | 469% | 503% | 482% | 498% | 478% | 488% | 490%| 468%| 470%| 475% | Common EquityRatio | 480%
Pension Liatulty None 4072 4877| 5909 | S877| 7685 7700| 8319 9183| 9628| 10507| 1130| 1180 [Total Capital (Smil 1350
4922 | 5607| @521| 7577| 8665| 9791] 10496 11416] 12179| 12813] 1345|1420 Net Plant (Sl 1625
Pd Stock $58 7mil  Pfd Div'd $4 4 mil 102% [ 88% 76%| 90% | 82% | 78%| 76% | 76%| 76%| 75%| 75%| 7.5% |%Eamed Total Capl 8.0%
$14 2mill 4 50%-8 32% cum , callable al 142% | 121% | 98% | 125% | 118% | 105% | 110% | 107% | 112%| 104% | 105%| 105% |% Eamed Net Worth 5%
$101 96-$105 25, $44 5mill 7 70% cum 150% | 125% | 99%| 128% | 120% | 106% | 112% | 108% | 114%]|-108%| 105%| 110% |% Esmed Comm Equiy | 120%
TT%| 38% [ 17% | 28%| 27% [ 2% | 2% | 2% | 10%| 4%| 10%| 10%|% RetamedtoCommEq| 25%
Commen Stock 24,983,222 shs 52% | 72%| 8% | T9%| 79% | 98% | 98% | 98% | O1%| 96%| 93%| 90% [%ANDwdstoNetProf | d2%
1903 12731193 ' ‘

BUSINESS Atlanta Gas Light Company provides natural gas serv-

FY '33 Pipeline mkirs , 54%, Major oil cos , 26%, Ind prod , 11%,
Ind mktrs 9% Revenue breakdown, FY '93 Residential, 58%,
commerical, 24%, ndustnai, 14%, transport and other 4%
Depreciation rate 33% Has about 3,764 employees, 18,000
shrhidrs Pres & CEQ David R Jones Inc Georgia Address
303 Peachtree St, N E. Atlanta, GA 30308 Tel 404-584-4000

8?,?2, ssets 181 g 232 :13 37; g ice in 228 Georgia municipalities and surrounding areas including
Current Assets 1829 ~2354 ~agi 3 | mMetropoltan Atlanta, Augusta, and Savannah, and in Chattanooga,
Accts Payable 667 636 g1 4 | Tennessee Has about 1,280,900 customers System throughput
Debt Due 2586 1321 2295 | 2664 Bcf in FY '93 vs 2696 Bcf in FY '92 Purchased gas cost
Other 894 770 907 | 62% of revs in FY '93 vs 59 5% in FY '92 Fim gas supply profile
('_E’L;rrg;;u(a:gv ;:164"/3 ggﬂz :g;,,/f Atlanta Gas Laght’s re_sidential cus-
ANNUAL RATES Paat Past Estd 9193 tomers used more gas in the Decem-
of change (persh) 10 Yrs 5T 0799 | Per quarter. The increase in volumes was
Revenues -80% -40%  50% not related to weather, since 1t was actual-
“Cash Flow” 35% 50% 30% |ly warmer this year than last in AGL’s
gﬁ,,":,’g,?js gg.,/,: . g:;" ‘;g:'f service terntory However, much of the in-
Book Value 40% 35% 30% | crease was the rti:)sult ot}; dehﬁrenes kxlnade n
a single month, December Even though it
BEEEI DSgA;TEGI;YrSiEVEJPLl:‘E%S ";E,')DASO FE::I:LI 15 not clear that this necessarily signals a
1991 12953 3790 1593 ] 30'3 96?3&5 trend towards 1ncreased usage by the utili-
1992 |3002 3953 1760 1231 | 99456 ty’s space-heating customers, we are cau-
1993 13341 4482 1977° 1503 |11303 | tously optimistic that there mught be
1994 | 3619 485 215 1481 {1219 | Some pickup in demand as the fiscal year
1995 1390 520 230 160 |1300 | continues to unfold (ends September 30th).
Fiscal EARNINGS PER SHARE ABF Fur | But since the margin lost due to the Ar-
g:g; Dec.3! Mar31 Jun30 Sep.30 Fyi:ga:l cadian bypass in 1993 1s primanly bewng
1891 | 105 147 431 33i 507 recovered 1n the winter months, the utili-
1992 88 179 d08 dai | 22g| ty's losses will probably be a hittle larger 1n
1993 87 179 d14 ¢34 | 21| the summer Accordingly, we are
1994 101 184 d20 440 225] mamtaiming our earnings estimate at
1995 | 100 190 d20 d35 | 235) $225 a share$ for 1994. Share earmings
QUARTERLY DIVIDENDS PAID C» muight move to $2.35 next year. .
eﬁﬁ:, Mar.31 Jun30 Sep30 Dec3t f:;lr ’_I‘he vield on AG_L stock is attractive
1990 | 49 ) 9 5 79g| In comparison with that of other gas
1991 | 51 51 51 51 204 | distributors. It 1s no secret that utility
1982 | 51 52 52 52 207 | equities have been adversely effected by
1993 | 52 52 52 52 208 | the current uncertainty over interest
1994 | 52 rates At this point, it appears that rates

have bottomed out and are headed up-
ward In response, mvestors are requiring
higher dividend yields on utility stocks be-
fore making a commitment. But we believe
that the market has been too stingy in At-
lanta’s case, providing an opportumty for
mnvestors seeking current income Some of
the weakness 1 this equity’s price 1s prob-
ably also related to the Georgia commis-
sion’s latest rate order Although 1t seems
that the regulators want to keep a sharp
eye on net income, they did approve the
company’s Integrated Resource Plan last
year This gives AGL the ability to bwld
strategic load while embracing efficency
and conservation measures Moreover, At-
lanta’s home-heating roster will probably
continue to grow at 2.0%-2.5% a year
through 1997-99, favorable for a utility of
this size. -
On the other hand, the current payout
ratio does not leave much room for
dividend growth. The pace of dividend
increases may well improve in the next 3
to 5 years, but income-oriented investors
looking for a good nsk-adjusted total re-

(A) Fiscal year ends September 30th

(B) Primary eamings Next egs report due ear-

?éMay Exel extra gams '84, 37¢, ‘88, 15¢

) Next dvidend meeting sarly May

Factual matenal 1s obtaned from sources befieved to
fidental use of subscnbers Reprinting, copying,

Goes ex mid-May Approximate dv'd payment
dates March 1, June 1, Sept 1, Dec 1

8 Dvidend ramnvestment plan available

(D) Inctuding deferred charges In '93

be rehable, but the publisher 1s not responsible for any errors or omissions contained heren For the con-
and distribution by permussion only Copynght 1994 by Value Line Publishing, Inc @ Reg TM—Value Line, Inc

$37 1 mill, $1 49/sh

In millions , ady'd for stock split
In '91,'92,'93 Quarters do not add to total
due to change in shares outstanding

turn will probably do better elsewhere.

Charles Clark Apnil 1, 1994
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Stock’s Price Stability 95
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Pension Liability None
Ptd Stock $58 7 mill

Common Stock 25,123,046 shs

Leases, Uncapitalized Annual rentals $6 0 milt

Ptd Div'd 34 4 mill
$14 2 mill 4 50%-8 32% cum , callable at
$101 96-$105 25, $44 5 mill 7 70% cum
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{Scal | Highest 05 Lovert Docket No 04-00034 |
BETA 60 (100 = Market] [ - Exhibit CAPD-SB
1997-99 PROJECTIONS = ,
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Ingider Decisions A ez L Page 2 Of 40_— .;I
SONDUJ
By 000 O 1 : 12
Opes 1 0 0 0 O \
wSéi 0 0000 8
Institutional Decision Retatt Shf:;?;‘?” — 6
Hy  9n ! l recessions
o Buy 19 16 21 P:rcent 60 > } m m T
o Sali 24 24 22 | shares G l LT . N 3 .
HesX0) 4323 3975 4464 | traded il (it Tt Options: None
1978 1979 1980 | 19871 | 1982 1984 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990 | 1991 | 1992 | 1993} 1994 1995 | © VALUE LINE PUB, INC | 57-09
4806| 6027] 7711 9144 10423 9200| 7485] 5517 5248| 4594 | 4326) 4517| 4052| 4088| 4547] 47.30] 50.20] Revenues pershA 5725
25| 304| 340| 37| 2% 374| 338| 304| 3e8| 379| a3s6| 409] 414| 467, 451] 480| 500 “Cash Flow” persh 560
162 13| 155| 120| o1 225| 182| 167| 204| 225| 190 202| 207 226| 218 235 245 Earmingspersh® 280
68| 72| ] 84| ® 108 126 t40) 160] 176| 188| 196, 204| 206] 208| 208| 212{DwdsDecldpershcs | 226
343| 351] 397| 4% 505 589| '603] 660] 718 572| 529] 547| 501| 548] 498 540] 40| CaplSpendng persh 48
112| 1M7| 12521 1299 ] 1290 1384 | 1425| 1518| 1578| 1744| 1786| 1793| 1884| 1957 1979 2085 2150/ Book Velue per sh® 2325
307[ 907] 07| 9067 925 1392 | 1556| 1628 1874| 2124| 2170] 2216 2379 9433| 2486] 2500 2€40| CommonShs OulstgE | 2800
48| 61] 48] 59| 83 37| 83] 18| 118| 11| 137| 42| 153] 1551 179 Boid fighres are | Avg Ann'l PIE Ratio 135
85| 88| e| 7@ o | e| 8ol 7! 9] to4] 10| e8| 4| 105 Vandume |Relave P/E Rato 105
86% | 91% 1 102% | 111% | 120% 101% | 84% | 71% | 68% | 71% | 72% | 68% | 64% | 59%| 54%| =™ | ayg Ann'l Dv'd Yield 6.0%
%:,'T[,‘L‘Bf‘g‘e‘;%‘;’ﬁ‘i g ot :?:rl?:m 12257 | 11647 | 10083 | 9835 | 9756 | 9387 10009 | 9639| 9946| 11303| 1225| 1325 Revenues (Smill) A 1600
LTDebt$5545mil LT Iterest $433 mil 296| 297 202| 294| 60| 421] 456] 494| 54| 575 640|  68.0| NetProfit (fmill) 820
(LT nterest eamed' 3 4x, total mterest 478% | 467% | 460% | 476% | 318% | 276% | 31 7% | 34 6% | 315% | 329% | J40%| 340% | Income Tax Rate 0%
coverage 3 1) 24% | 25%| 29% | 40%| 47% | 45% ) 46% | 51%| 55%| 51%| 52%| 5.1%|Net Profit Margin 51%

486% | 498% | 494% | 462% | 493% | 479% | 502% | 496%
453% | 455% | 469% | 503% | 48.2% | 498% | 478% | 488%

495% | 476%| 485%| 475% |Long-Term Debt Ratio 48.5%
490% | 468%| 46.5%| 475% | Common Equity Ratio 47.5%

4072 4877| 5909 | 5877| 7685| 7700| 8319| 9183 9628| 10507| 1150| 1195 | Total Capital ($milf) 1375
4922 | 5607 | 6521 7577 | 8665 9791( 10496 | 11416| 12179 12613| 1345 1415] Net Plant ($mill) 1625
102% | 88%| 76%| 90%| 82% ] 78%| 76% | 76% | 78%| 75%| 75%| 75%|%EamedTotal Cap't 8.0%

142% | 121% | 98% | 125% | 118% | 105% | 110% | 107%
150% | 125% | 99% | 128% | 120% | 106% | 11.2% | 108%

11.2%| 104%| 10.5%| 110% |% Earned Net Warth 11.5%
114%| 108%| 110%| 115% |% Earned Comm Equity | 12.0%

CURRENT POSITION 1992
SMILL.

1993

33
232 1

T7%| 38%| 17% | 28%| 27% 2% 2% 2%
582% | 72%| 84%; 79%| 79% | 98% | 98% | 98%

10% 4%| 10%| 15% %RetanedtoCommEq| 2.5%
91%| 96%| 90%| 88% |% All Div'ds to Net Prof 81%

2354
636
132 1
770

Cash Assets 12
Cther 1817
Current Assets 1829
Accts Payable 667
Debt Due 258 6
Other 894
Current Liab 4147
Fix Chg Cov 246%

2727
239%

BUSINESS Atlanta Gas Light Company provides natural gas serv-
ice in 228 Georgia municipalities and surrounding areas including
metropolitan Atlanta, Augusta, and Savannah, and in Chattanooga,
Tennessee Has about 1,280,900 customers System throughput
266 4 Bef n FY '93 vs 2696 Bef in FY '92 Purchased gas cost
62% of revs in FY '93 vs 59 5% in FY '92 Firm gas supply profile

FY '93 Pipeline mkirs , 54%, Major ait cos, 26%, Ind prod., 11%,
Ind mkirs 9% Revenue breakdown, FY '93 Residental, 58%,
commencal, 24%, industrial, 14%, transport and other 4%
Depreciation rate 3 3% Has about 3,764 employees, 18,000
shrhidrs Pres & CEO David R Jones Inc Georgia. Address
303 Peachtree St, N E Atlanta, GA 30308 Tel 404-584-4000

ANNUAL RATES Past

Revenues -8 0%
“Cash Flow” 35%
Eamings 55%
Dividends 8 8%
Book Value 4 0%

Past Est'd '91-'93
of change (persh) 10 Yrs 5Yrs
-4 0%
50%
15%
55%
35%

Fiscal

QUARTERLY REVENUES (§ mil ) A

Peot |Dec.31 Mar31 Jun30 Sep30

1994 13619 5002 215
1995 {390 540 235

1991 (2953 3790 1593
1992 13002 3953 1760
1993 | 3341 4482 1977

1303
1231
1503
1479

160

Jaca EARNINGS PER SHARE A8F
Ends |Dec.31 Mar3l Jun30 Sep30

1991 | 105 147 d11
1992 88 179 d08
1993 87 179 di14
1994 | 101 197 d20
1995 | 1.05 200 d20

d3i
d31
d34
da43
d40

Cal QUARTERLY DIVIDENDS PAID C=
endar {Mar31 Jun30 Sep30 Dec3t

1990 49 49 49
1991 51 51 51
1992 | St 52 52
1993 | 52 52 52
1994 | 52 §2

51
51
52
52

Atlanta Gas Light posted better-than-
expected financial results over the
heating season. Despite temperatures
averaging above the 30-year norm,
residential heating customers continued to
use more gas 1n the first six months of fis-
cal 1994 (ends September 30th) Although
the reason for the greater demand from
AGL’s residential roster 1s not completely
clear yet, 1t may well be reflective of the
better economy 1n its service area We are
cautiously optimistic on this point

AGL has filed for rate relief. This plan,
filed by the utility on March 31st to take
effect October 1st, requests a $40 5 million
increase 1n yearly revenues and a 12.75%
return on common equity In addition, 1t
has some interesting features that should
benefit both ratepayers and shareholders
AGL 1s asking for a competitive pricing
structure for interruptible sales, a propo-
sal to share earmings above allowed levels
with residential and other general service
customers, and a mimmum two-year
moratorium on further rate case filings
The acceptance of some sort of competitive
pricing will place the company in a better
position to compete with 1nterstate

pipelines for the dehivery of gas to large 1n-
dustrial customers, hmiting the threat of
bypass of AGL’s distnbution system This
1s surely a topical 1ssue for the commission
to consider, given federal regulators’ con-
tinued drive towards establishing more
competitive markets for the delivery of
natural gas We view earmings sharng as
an 1ncentive to management to garner the
largest return available for shareholders.
Ratepayers wall also benefit from this part
of the proposal, since a portion of any ex-
cess wcome over that allowed by regu-
lators will be returned to them The two-
year moratonum on rate fihngs 15 a
benefit to everyone involved since they are
time consuming and expensive The con-
sumers’ advocate and the adversary staff
of the Georgia commussion have recently
endorsed competitive pricing We believe
that this augurs well for the approval of
major parts of thus innovative rate case
This investment-grade stock currently
offers income-oriented investors a
good dividend yield. But the high pay-
out ratio will hkely lim:t dividend growth
to 1 5%-2.0% a year through 1997-99
Charles Clark July 1, 1994

{A) Fiscal year ands September 30th

C) Next dvidend meeting early August

Goes ex mid-August Approximate div'd pay-
(B) Primary sgs Next egs report due early Au- | ment dates March 1, June 1, Sept 1, Dec 1
?US‘ Excl nonrec tems '84, 37¢, '88, 15¢ » Dividend reinvestment plan available
(D) Inciuding deferred charges In ‘33
Factual matenal 1s ebtaned from soutces believed 1o be rehable, but the publisher 1s not responsible for any erors or omussions contained heren For the con-
fidenval use of subscnbers Repninting, copymng, and distnbution by permission onty Copynght 1994 by Value tine Publishing, Inc ® Reg TM~Value Line, Inc

$37 1 mill, $1 49/sh

E) In millions , ad|'d for stock spht
F} In '91,'92,'93 Quarters do not add to total
due to change in sharés outstanding
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ATLANTA @AS lEGH? RECENT 3:@ PE 3 (demg. 12.7) RELATIVE @ 92 DIvD 5 70/
NYSE-ATG PRICE RATIO o8 \ Median: 13.0 /| PIE RATIO /s YLD of /0
Beow |' High:| 103| 145| 190] 243| 264 280| 208 321 4
?ﬁ%%mmn-) Average uﬁ 93 98| 140| 83| 194| 215 238 265 %8 333r333 ggg’ l l ‘l;a;rg;tl fggg ?fgg:
(sséiqvmghwmsmg Average |. o DOCket NO 04'00034 gg
BETA .60 r 00 = Marke) [ 7 - Exhibit CAPD-SB 64
1987-58 Ann Total 121 Dividends p ah 2-far-1 apilt - Ll Direct Testlmony ﬁ
Hoh 45 (vAS%) 15%. e A T Appendix -Value Line History %
i % “8% "% % FUTLASLUMTT Page 3 of 40 2
Ingider Decisiona Lt o S, 2
WDJFUBAMIJJ . 2
wBy 001000000 ! : N
Opios 0 0 0 0 0 0 O 1 0 [seiy] Jleved! cdr. . \

S 000000 20 0 st . ’
institutional Decislona — Retativ Shaded areaa | g
an oM I . recessions

B % 3 5olunaes 40 T -
AW 3975 4464 4424 |traded 2.0 ||IW YT TP (TP Options: None
197819791980 1981 [ 1982 ] 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990 1991 | 1992 1993| 1994 | 1995 | © VALUELINE PUB, INC | 87-93
4806 6027 7711| 9144| 10423 9654 2200| 7485( 5517 | 5248| 4594 | 4326| 4517| 4052| 4088| 4547 47.25[ 49.25| Revenues pershA 5725
325 304 340 327 299 320 374 3138 304 368 379 386 409 414 467 451 470) 485|“Cash Flow" per sh 560
162 131 155 129 91 1.56 225 182 167 204 225 190 202 207 22% 216 235\ 2.30| Earmngs per sh B 280
68 I3 75 84 %0 9% 108 126 140 160 176 188 196 204 206 208 208 2.08 | Div'ds Decl’d per sh & 226
343 351 397 430 505 487 589 603 660 718 5§72 529 547 5N 548 498 540| 490 Cap'l Spending per sh 485
11920 1171{ 1252 1299 1290| 1274| 1384 1425 1518 | 1578] 1744 1766| 1793| 1884 1957| 1979 2115] 21.20| Book Value per sh ® 2325
907 907 907 907 926 1154| 1332| 1556| 1828 | 1874| 2124 2170[ 2216| 2379 2433] 2486 2540] 2640| Common Shs Outst'gE 2800
48 61 48 59 B3 57 47 83 118 115 11 137 142 153 155 179 150 Avg Ann'l P/E Ratio 135
65 88 64 el 91 48 4 67 80 7 92 104 105 98 94 105 90 Relative P/E Ratio 105
86% ! 91%] 102% | 111% | 120% | 109% | 101% | 84% | 71% | 68%/| 71% | 72% | 68% | 64% 5%F| 54%| 58% Avg Ann’l Div'd Yield 60%
Tt T 2 o 12257 | 11647 10083 | 9835| 9756| 9387 10009 9639| 9946| 11303 1200 1300| Revenues ($mil) A 1600
LT Dabt $554 5 mill LT Interest $43 3 mill 296 297 292 394 460 421 456 494 554 575 6840 64 5 | Net Profit ($mill) 82.0
(LT nterest samed 3 4x, total interest 478% | 467% | 460% | 476% | 318% | 276% | 317% | 346% | I 8% 329%| 340%| 340% |Income Tax Rate 340%
coverage 3.1x) 24% | 25%! 29% | 40%| A7%| 45% | 46% | 51% | 55%| 51%| 53%| 50% |NetProfit Margin 51%
486% | 498% | 494% | 462% | 493% | 479% | 502% | 496% | 495% | 476%| 485%| 480% |Long-Term Debt Ratio 48.5%
Leases, Uncapltalized Annual rentals $6 0. mill | 4590 | 4559, | 469% | 503% | 48.2% | 498% | 478% | 488% | 490%| 468%| 465% | 470% |Common Equity Rato | 475%
4072] 48771 5909 5877| 7685| 7700 8319| 9183| 9628 10507| 1150| 1195 |Totai Capital ($mill) 1375
Pension Liabllity None 4922 | 5607| 6521 | 7577) 8665| 9791 10496 | 11416 12179] 12813] 1345| 1400| Net Plant (Smill) 1625
Ptd Stock $58 6 mill  Pfd Div'd $4 4 mill 102% | 88%|{ 76%( 90%| 82% | 78%| 76% | 76% 78%| 75%) 75%| 7.5% |% Eamed Total Cap'l 80%
$142 mill 4 50%-8 32% cum, callable at 142% | 121% | 98% | 125% | 118% | 105% | 110% | 107% | 112%| 104%| 10.5%| 105% | % Eamed Net Worth 15%
$101 96-$105 25, $44 5 mill 7 70% cum 150% | 125% | 99% | 126%| 120% | 106% | 11.2% | 108% | 114%| 108% [ 110% | 105% |% Eamned Comm Equity | 120%
77%| 38% | 17% | 28% 27% 2% 2% 2% 10% 4%| 15%| 10%|%RetainedtoCommEq| 25%
Common Stock 25,269,029 shs So% | 2% | s% | 79%| 79%| 9% 9% | 9% | 91%| 96%| 0% 91%|%ANDWdstoNetProf | 81%
guﬁg?ﬂil-sg :’OSIT!ON Wf:_ 1993 63084 BUSINESS Atlanta Gas Light Company provides natural gas serv-  FY "93 Pipeline mkirs , 54%, Major ol cos, 26%, Ind prod, 11%,
Otatfer Sels 1817 23%? 2393 1c8 In 228 Georgia municipaliies and surrounding areas including  Ind mktrs 9% Revenue breakdown, FY '83 Residential, 58%,
Current Assets 1809 2354 2413 melropolitan Atlanta, Augusta, and Savannah, and in Chattancoga, ~ commencal, 24%, industral, 14%, transport and other 4%
Accts Payable 667 636 51 7 | Tennessee Has about 1,280,900 customers System throughput  Depreciation rate 3 3% Has about 3,764 employees, 18,000
Dabt Due 2586 1321 330 | 266 4 Bcf in FY '93 vs 2696 Bcf n FY '92 Purchased gas cost ~ shrhidrs Pres & CEO David R Jones Inc Georgia Address
Cther 834 770 1376 | 62% of revs w FY '93 vs 59 5% n FY '92 Firm gas supply profle 303 Peachtres St, N E Atlanta, GA 30308 Tel 404-584-4000
g;"g? USI;V 21164“/7 22;;,,7 2255,/3 Atlanta Gas Light will make do with- We were disappointed with the com-
d - 2222 gut a rate increase in fiscal 1995 (be- mission’s inaction. There 1s evidently
QmﬁL(;’l:BES 1;';‘:; SP ?;' Es:odggjggsa gins October 1st) But not because the util- concern on AGL's part regarding 1ts ability
Revenues 80% .40% s50% |1ty did not apply for rate rehef AGL had to effectively compete for large industral
“Cash Flow" 35% 50% 40% | submutted a framework in 1ts latest rate load in the alternate fuels market Under
Eﬁ,ﬂ'gﬁgs gg% ,152& ‘;g;/z case that included a compentive pricing the competitive pricing structure that the
Book Value 40% 135% 30% | structure for 1interruptible ﬁcustomers, utihity proposedilkstime m;fé'ru};l)mble bcus-
along with a tanff increase on firm service tomers’ rates likely wo ave been
EE?I Dgg%??ﬂggfv%ufgés ngI:;))AaO le:'al accounts. The pnicing proposal on nter- lowered, while others would have gone up.
1991" %53 379'0 159'3 130'3 gye?; ruptible sales would have allowed the util- But the essential ingredient here 1s that
1992 3002 3953 1780 1231 | %048 1ty to more effectively compete in this mar- the prices would have been more reflective
1903 |3341 4482 1977 1503 |11303 ket, which has become increasingly compe- of the market. Federal regulators seem to
1804 |3619 5002 1912 1467 |1200 | titive under a recent federal regulatory or- be in favor of more competition rather
1995 |380 530 230 160 |1300 | der (Order 636) The company later agreed than less in this arena, given recent deci-
Fiacal|  EARNINGS PER SHARE ABF Fail | to revise 1its request so that 1t stall included sions. Accordingly, we believe that the
Jear |Dec31 Mar31 Jun30 Sep.30 Fiacal the new pricing structure on mterruptible Georgia commission missed a chance to
/1 16 T8 a7 450 ear | Joad mn exchange for a freeze on firm ser- show some leadership and serously con-
1992 88 179 d08 d31 | o2g| Vice rates for two years However, AGL's sider a proposal that in the end may well
1993 8§ 179 di4 d34 | o216 | regulators could find hittle that they liked have been benefical to both ratepayers
1984 | 101 197 d19 d44 | 235| 1 this proposal and chose to deny 1t, and shareholders
1995 | 1.00 195 d20 d45 | 230| despite 1ts wide acceptance, which - We would defer new commitments to
Cak | QUARTERLY DIVIDENDS PAID & Fall cluded such groups as the Consumers’ Atlanta Gas Light stock for mow. We
endar |Mar31 Jun30 Sep.30 Dec.31| year | Utility Counsel and the Adversary Staff of continue to view the utihity’s dividend as
1990 | 49 39 29 = T9s | the Georgia commission. At this point in secure But the prospects for dividend
1991 | 51 51 51 59 204 | the process, the company decided to with- growth have dimmed, at least in the near
1992 | 51 52 52 52 507 | draw 1ts request for relief and wait to term, given recent state regulatory deci-
1993 | 52 52 52 52 208 | refile when the board was more amendable sions
1894 | 52 52 52 (next March?). Charles Clark September 30, 1994
§A; Fiscal year ends September 30th Goes ex mid-November Approx div'd pay- $37 1 mill, $1 49/sh Company’s Financial Strength B+
B) Primary egs Next egs report due sarly mant dates March 1, June 1, Sept. 1, Dec 1 E) In millions , ad)'d for stock spit Stock’s Price Stability 100
Dec Excl nonrec stems 84, 37¢, '8, 15¢ a Dividend reinvestment plan avaiable §F} In '81,'92,'93 Quarters do not add to total Price Growth Persistence 70

{C) Next dwvidend meeting eary November

(D) Inclucing deferred charges In '93

due to change in shares outstanaing
Factual matenal s obtaned from sources bafieved to be refiable, but the pubfisher 1s not respansible for any errors or omissions contaned herein For the con- (Z8
fidental use of subscnbers Repnnting, capying, and distnbubon by permussion only Copynght 1994 by Value Line Publistung, Inc ® Reg TM—Valug Line, Inc §
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RECENT 3? 13 4(Trallmg 131) RELATIVE @ 99 DIvD 6 70/
NYSE-a1g PRICE RATIO Median' 13.0 /| PEE RATIO &,
TIMELINESS 5 Lowest 103 145| 190/ 243 264| 280| 308| 323, 376| 390 425 389 Target Price Range
(HethPrgPeM) : l.ow:\ 77! 96| 140| 185| 194] 215] 239| 265{: 298| 303| 340| 291 1997 | 1998 [ 1999
SAFETY : 100
(Scale 1 Highest to § Lowes) — Docket No 04-00034 | 8o
BETA 65 (100 = Market] |7 : | Exhibit CAPD-SB N :
1997-99 PHCJtuL(;)‘N§ Total = {21 Diidends psh | 2Jor{ apll = Direct Test mony "
Price Gan  Return 5 dlvldes:_hunmrmﬂm 7 — — a2
Hgn 45 (+45%¥ 15% \ y e e Appendix -Value Line History | %
low 30  (-5%) 6% X M LLTTL : P 4 of 40 2
insider Decislons b DY age 40 S |
FMAMUJJA el . . 12
bBy 0000000 ko R %
Qppos 0 0 0 0 1 0 O et \l
o Sel 0002000 L £ L Shaded areas 8
Insmutlor;gl-;inecﬁns g f rnc:aa;st ngm indicate - 1~ 8
to Buy 21 23 ”é’é Percent gg T {! - | 4 St [ocessons
:hs':(:m) 443 ugg 415:13 traded 20 |{ i IFERmnA Options: None
197819791980 1981 | 1982 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989 1990 | 1991 | 1992| 1993 | 1994 1995 © VALUE LINE PUB,, INC | 97-99
4806 | 6027 | 7711| 9144 | 10423| 9654| 9200| 7485| 5517 | 5248| 4594 | 4326 4517 | 4052| 4088} 4547| 47.24| 4680] Revenues pershA 5450
325 304 340 327 29 320 374 338 304 368| 379 386 409 414 467 451 464 4.40{ “Cash Flow” per sh 525
162 13 155 129 91 156 225 182 167 204 225 190 202 207 2261 216 234 2.30| Earnings per sh 8 2.80
68 72 75 84 90 96 108 126 140 160 176 188 196 204 206 208 208 2.08 | Div'ds Decl'd per sh 224
343 351 397 450 505 487 589 603 660 718 572 529 547 591 548 498 481 455| Cap'l Spending per sh 450
1112 1171 1252 1299 | 1290 1274| 1384| 1425| 1518 1578| 1744 | 1766| 1793| 1884 1957| 1979 2041| 2015 Book Value per sh® 2450
907 907 907 907 9261 1154| 13321 1556| 1828 1874] 2124| 2170{ 2216] 2379] 2433| 2486 2540] 2670] Common Shs Outst'g E 2850
48 61 48 59 83 57 47 83 18 115 111 137 14.2 153 155 179 151 Avg Ann'l P/E Ratio 135
65 88 64 72 9 43 4 67 80 m 92 104 105 98 94 105 92 Relative P/E Ratio 105
86% | 91% ! 102% | 111% 1 120% | 109% | 101% | 84% | 71% | 68% | 71% | 72% | 68% | 64% 5%%| 54%| 59%% Avg Ann'l Div'd Yield 5.0%
T o o 10 4mi | 1257 | 11647 10083 | 9835| 6756| 9387 10009 | 9639| 9946] 11303[ 11999 1250] Revenues (Smil) 1550
LTDebt $554 5mil LT Interast $43 2 mil 296| 207] 292| 94| 40| 421| 456| 494| 554| 575| 632) 640|NetProfit (Smill 830
(LT mterest eamed 4 4x, total interest 478% | 467% | 460% | 476% | 318% | 276% | 317% | 246% | 318%| 32%%| 352%| 350% Income Tax Rate 350%
coverage 4 Ox) 24% | 25% | 29% | 40%| 47%| 45% | 46% | 51% ] 55%! 51%| 53%| 51%]NetProfit Margin 5.4%
486% | 498% | 494% | 462% | 493% | 479% | 502% | 496% | 495% | 476%| 497%| 490% |Long-Term Debt Rabo 475%
Leases, Uncapitalized Annual rentals $60mill | 4530 | 455% | 469% | 503% | 48.2% | 498% | 478% | 488% | 490%| 468%| 452% | 460%|Common Equty Rato | 48.0%
Pension Liabllity None 472 4877 5909 5877 7685] 7700 8319| 9183] 9628| 10507| 11465 1165 Total Capital (Smil 1325
4922| 5607| €521 7577) 8665 9731 10496 | 11416 12179 12813 12874 1340 Net Plant ($mill) 1550
Ptd Stock $58 5mil  Pid Div'd $4 5 mull 102% | 88%| 76%| 90%| 82% | 78%| 76%( 76% 78%| 75%| 74%| 75%|% Eamed Total Cap’l 80%
$14 2 mill 4 50%-8 32% cum, callable at 142% | 121% | 98% | 125% | 118% | 105% | 110% {"107% | 112%| 104%| 110%; 70.5% | % Eamed Net Worth 12 0%
$101 96-5105 25, 344 Smill 7 70% cum 150% | 125%) 99% | 128% | 120% | 106% | 112% | 108% | 114%| 108%) 113%| 110%|% Eamed Comm Equity | 125%
77% | 38%, 17% | 28%| 27% 2% 2% 2% 10% %] 13%( 70%|% RetanedtoCommEq| 2.5%
Common Stock 25,400,000 shs so% | 7% | 8% | 79%| 9% | 8% | 98% | 98% | . 91%| 96%| 90%| 92%|%ANDwdstoNetProf | 81%
g:gh&ig_}egosmo‘“ 1919: 1293 9/‘30;9; BUSINESS Atlanta Gas Light Company provides natural gas serv-  FY '93 Pipeline mkirs , 54%, Major oil cos , 26%, Ind prod, 11%,
Other 1817 2321 og7gl|'cem 228 Georgia municipalities and surrounding areas includng  Ind mkirs 9% Revenue breakdown, FY '93 Residential, 58%,
Current Assets 1829 2354 2717 | metropolitan Atlanta, Augusta, and Savannah, and in Chattanooga,  commerncal, 24%, mndustnal, 14%, transport and other 4%
Accts Payable 667 636 576 | Tennessee Has about 1,280,800 customers System throughput  Depreciation rate 3 3% . Has about 3,764 employees, 18,000
Debt Due 2686 1321 1104 | 2664 Bct in FY '93 vs 2696 Bcf in FY '92 Purchased gas cost shrhldrs Pres & CEO. Davd R Jones Inc Georgia Address
Cther 89 4 770 1179 | 62% of revs in FY '93 vs 59 5% in FY '92 Firm gas supply profile 303 Peachtree St, N E Atlanta, GA 30308 Tel 404-584-4000
Current Liab 4147 2727 2859 Aﬂ t G Li ht h d b bl take tw s t 1 t W
Fix Chg Cov 246%  239%  256% anta Gas g as announced a probably o years to complete. We
ANNUAL RATES Past Paet Estd 9294 restructuring plan. The plan calls for beheve that most of the charges will ikely
ofchange (persh)  10Yrs.  S5Y¥s 1o 4o | the company to be organized around three be offset through lower operating expenses
Revenues .80% -40% 45% | pnmary functions—Customer Operations, over the pull to 1997-99 And the plan may
“Cash Flow”" 35% 50% 30% | Market Services, and Business Support well lessen the company’s dependence on
Sf‘vﬂggjs gg:ﬁ ég:f’ ‘;ggz The move should allow AGL to provide its regulators for rate rehef, given man-
Book Value 40% 35% 4p% | high-quahty service to its customers vghxlfg agement’s emphasis on d(evelopmg new
working to mmprove the efficiency and ef- markets for natural gas (transportation,
FY‘%E?I DQUARTERLY REVENUES (S mil) 4 ngcl:lal fechvex;gess of 1ts operations The utility gas cooling, etc) However, AGL 1s faced
Ends |Dec.31 Mar31 Jun30 Sep.30| 'year aml ts field tr th makine 1 tal dit &
1991 12955 3790 1533 1503 [ 5639 will be streamliming 1ts field orgamization with making large capital expenditures to
1992 {3002 3053 1760 1231 | 9946 by combining offices and creating central- support the growth of the residential cus-
1993 |3341 4482 1977 1503 (11303 1zed call centers and a network of locations tomer base 1n 1ts service territory Conse-
1984 |3819 5002 1912 1466 |11999| Where customers can pay bills Atlanta quently, 1t will still need to apply for relief
1995 | 365 510 220 155 |1250 | should also be better able to take ad- from tune to time 1n order to recover the
Fiscal EARNINGS PER SHARE ABF Fai | vantage of opportunities resulting from resulting capital costs (which are nsing)
g:g; Dec31 Mar3! Jun.30 Sep.30 FYIaeal the regulatory changes effecting interstate Also, competitive pricing for 1its interrupt-
9T T T T8 d 4R 2“8!, pipehines . . . ible load 1s still an unresolved 1ssue .
1992 8 179 dog d3t | 226 The restructuring will likely reduce This stock offers qxcomg-onented in-
1993 87 179 di4 d4 | o3| AGL’s work force by around 600 vestors an attractive yield. But the
1994 | 101 197 dig d43 | 234 | people. The aftertax cost will probably be prospects for dividend growth are not that
1995 | 100 195 d20 d45 | 230| somewhere m the $23 to $37 mulhion great, at least over the near term, given
Ca- | OQUARTERLY DVIDENDSPAIDS® | fpqp | Fange We will treat these charges as non- the company’s high payout ratio Leaner
ondar |Mar31 Jun30 Sep30 Dec.d!| year | Fecwrring and so will not include them in operations, coupled with timely and rea-
1990 | 49 19 29 3] Tog| our earnings presentation However, an al- sonable regulatory rehef, should work to
1991 | 51 59 51 51 204 | lowance has been made for them 1n our es- move earmings forward through 1997-99
1992 | 51 52 52 52 507 | ttmate of ending common equity for fiscal The payout ratio, then, will likely decline,
1993 | 52 52 52 52 208 | 1995 (ends September 30th) The program and modest dividend growth return
1994 | 52 52 52 52 208 | 13 now under implementation, and will Charles Clark December 30, 1994

(A) Fiscal year ends September 30th

(B) Pnmary egs Next egs repon dus early
Feb Excl nonrec items '84, 37¢, '88, 15¢,
‘95, (§1 00-§1 50)

(C) Next dvidend meeting early Feb Goes ex
mid-Feb Approx div'd payment dates March gE
1, June 1, Sept 1, Dec 1

a Dvidend reinvestment plan available

(D) Incl def'd chgs '94 $48 2 miil, $1 90/sh
In millions . adj'd for stock spit

in '91,'92,'93,'94 Quarters do not add to to-
tal due to change In shares outstanding

Factual matenal Is obtamned from sources beliaved to be reliable, but the publisher Is not responsible for any erars or omissions contained herein For the con-
fidental use of subscnbers Reprinting, copying, and distributan by penmussion only Copynght 1994 by Value Line Publishing, Inc ® Reg TM—Value Line, Inc j&

Company’s Financial Strength B+
Stock's Price Stability 100
Price Growth Persistence 70
Earnings Predictabikity 70
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TL ANT RECENT 3 4 PE 1 3 G(Tmﬂmg 13.7) RELATIVE 0 99 DVD 6 10/
NYSE-ATG PRICE RATIO o \ Median: 14.0 £ PE RATIO U, Y /0§ :
Below | Hgh| 145 190| 243] 264| 280| 308| a2,1], are| 390] 425| 389] 344
Fﬁ%ﬁ;ﬁ&mm )2 Average ngn 96} 140 185 194| 215/ 239 265; 298| 303| 340| 291 gs 8 l I‘:{;’:‘, l:g;; ?;33:
SAFETY g R 100
(Scals 1 Highest 10 5 Lowesl) Avemge i Docket No 04-00034 80
BETA 65 {100 = Market) ; Exhibit CAPD-SB 54
1998-00 PROJECTIONS 1.31.% Olvidends.p sh 2-foril split ek 48
Anm} Total [— 515 Dividend P T Direct Testimony %
Price Gain Return ided hy imegest Bale _— 32
High 45 (+3o%} 12% \ PITL li Appendix -Value Line History 2
Low 35 (+5% % A A TP L] R 20
Insider Decisions M et P age S of 40___ 16
MJJASOND.J ' T - 12
By 000001 000[ —mnd ;
Opons 0 1 000 000 O,y J \

Sl 200000000 — &
Institutional Decisions Shf:;dm‘:?“ — 6
a8 QU 0y J i rocagsions

o Buy 23 26 15 ::;t;::t 28 T ™ 7 i ;

oo, 42 4193 403 |iraded 2.0 =1 it i Options: None

1979 | 1980 | 1981 | 1982 | 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990 | 1991 | 1992 | 1993 1994 1995 | 1996 | © VALUE LINE PUB., INC. T 98-00

6027 | T711| 9144 | 10423 | 9654 | 9200| 7485| 5517| 5248| 4594 | 4326 4517] 4052| 4085 4547\ 4718| 43.05  45.95| Revenues pershA 54.50
304 340 327 299 320 374 338 304 368 379 386 409 414 462 451 449 455 4 85| “Cash Flow" per sh 5.50
13 155 129 91 156 225 182 167 204 225 190 202 207 226 216 ) 250y 265|Eamings per sh® 3.00

72 75 84 90 96 108 126 140 160 176 188 196 204 2.06 208 208 2.08 2.12| Div'ds Decl'd per sh & 230
351 3971 490 505| 487| 589 603 660 718| 572| 529| 547| 591| 548| 498| 474 455 480 Cap’l Spending per sh 450

N71| 1252 1299 | 1290! 1274| 1384| 1425| 1518| 1578) 1744| 1766| 1793 1884| 1939] 1979 2039 20.15| 2700| Book Value per sh© 2350

807 907 907 926, 1154| 1332 1556| 1828 1874 2124 2170| 2216] 2379 2435| 2486| 2543| 26.70| 27.20 Common Shs Qutst'g € 28.50
61 48 59 83 57 47 43 118 115 11 137 142 153 155 179 151! Bold figures are | Avg Ann'l P/E Ratio 135

88 64 7 91 48 4 67 80 m 92 104 105 98 94 106 % Valud Line Relative P/E Ratio 105
91% 1 102% | 111% [ 120% | 109% | 101% | 84% | 71%| 68%| 71% | 72% | 68% | 64% | 59% 54%| 59% estirpates Avg Ann’l Div'd Yield 57%
S Debt TUCTURE e S a6 mi | 11647| 10083 | 9835| 9756] 9387 10009| 939| 9946 11303] 11999] 1750] 1250 Revenues (i~ 1550

LTDebt $554 5 mil LT Iterest $43 2 mil 27| 292| 94| 460] 421 456| 494| S54| 575| 632| 695|  75.0(Net Profit (Smil 900

(LT interest eamed 3 5x, total nterest 467% | 460% | 476% | 318% | 276% | 317% | 346% | 316% | 329% | 352%| 350%| 35 0% |Income Tax Rate 35 0%

coverage 3 2x) 25% | 29% | 40% | 47%| 45% | 46%| 51%| 56% 51%| 83% 60%| 6.0%|NetProfit Margin 58%

498% | 494% | 462% | 493% | 479% | 502% | 496% | 402% | 405%| 490%| 490%| 49.0% Long-Term Debt Ratio 475%

Leases, Uncaptalized Annual rentals S5O mill | 5o | 4505 | 503% | 48.2% | 498% | 478% | 488% | 581% | 531%| 458%| 46.0% | 465%  Common EquiyRato | 48.0%

Pensian Liability None 4877 5909 5877| 7685| 7700| 8319 9183 8127| 9257[ 11315 1165| 1230 | Total Capital ($mill) 1350

5607 ) 6521| 7577 B8665| 9791 10496 | 11416 12179 12813| 12974 1340| 14001 Net Piant ($mill) 1550

Pfd Stock $58 5 mill  Pfd Div'd $4 5 mill B8% | 76%| 90%, 82%| 78%| 76% | 76%| 94% | 86%| 75%| 8&0%| B.0%|% Eamed Total Cep'l 85%

$14 2mill 4 50%-8 32% cum , callable at 121% | 98% | 125% | 118% | 105% [ 110% | 107% | 114% | 104%| 110%| 71.5%| 12.0% |% Eamed Net Worth 125%

$101 96-$105 25, $44 S mill 7 70% cum 125% | 99% | 128% | 120% | 106% | 11.2% | 108% | 115% | 108%| 113%| 120%| 125% |% Eaned Comm Equey | 130%

38% | 17% | 28%| 27% 2% 2% % 10% 4% 30%; 20%| 25% % RetanedtoCommEq| 30%

Common Stock 25,600,552 shs % | 8%| T9%| 79%| 9% | 98% | 98% | 91%| 96%| 00%| B83%| 82%|%AIDwdstoNetProf | 7%
g:g??;&:;sosmon 129: 129; 12,‘":9; BUSINESS Atlanta Gas Light Company provides natural gas serv- 38 5% (61 4%), commencal, 15 6% (19 7%), Industnai and inter-
her 2321 2678 3331 | ‘o8 n 228 Georgia municipaities and surrounding areas including  ruplible, 19 1% (10 0%), transportation and other, 26 8% (8 9%)
Current Assets 3354 2711 337 3 | metropoltan Allanta, Augusta, and Savannah Also operates the  Depreciation rate 3 3% Purchased gas cost 61 4% of revenues in
Accts Payable 636 578 517 | Chattancoga Gas Company in Tennessee Has about 1,325200 FY '94 Has about 3,325 employees, 18,000 shareholders Prest-

Debt Due 1321 1104 1636 | customersin total System throughput 2604 Betin FY '94 System dent & CEO Dawvid R Jones Inc Georgia Address 303

Other 770 1179 1622 | throughput (operating margm) breakdown, FY '94 Residentiai,  Peachtres SL, N E. Atianta, GA 30308 Telephone 404-584-4000

%'("g:guégv g;g.,/z 2222,2 zagg.,/f Atlanta Gas Light is moving along basis) The trend to higher usage began

ANNUAL RATES Pact Past Estd'52.98 well with its restructuring program. with the first quarter of fiscal 1994 (years

ofchange fpersh)  10Yrs  5Yrs  to'sa'og | 1pe utibty is lookang to reduce its head- end September 30th) Whether this trend

Asvenues 75% -10%  35% count by a total of 600 under the program. 1s sustamable 18 not clear, given conserva-

“Cash Flow” 30% 35% 30% | Nearly 440 employees have already agreed tion measures and moves towards more ef-

Eﬁ,‘"(’j'gggs ggéz gg,’; ggé’ to accept retirement under the company’s ficient heating systems Nevertheless, the

Baok Value 40% 30% 30% | Special Voluntary Retirement Flan currﬁnt usage pattern has prov1de(d a boost

(SVRP). The balance of the personnel re- to the company’s gross margin (revenues

Fv}ggfl DQUARTERLY REVENUES ($ mil) » F’fggal duction will likely be accomplished over less the cost of gas), and has had a positive

Ends |Dec.31 Mar3! Jun30 Sep.30| yaqr h le of th h the SVRP effect h far this

1992 (3002 2953 760 7B T [ %946 the next couple of years throug e effect on share earmings so far year

1993 |3341 4482 1977 1503 |11303 offer and attrition. Further, we expect the As a result, we have raised our earnings

1994 {3619 5002 1912 1466 |11999 streamliming of AGL's field orgamization estimate 20¢, to $2 50, a share for 1995

1995 |3288 495 185 1412 |1150 | nto centralized call centers will be largely Share net may reach $2_ 65 next year .

1996 {375 520 200 155 |1250 | complete by early September. The restruc- The prospects for this equity have im-

Fiscal EARNINGS PER SHARE ABF Fan | turing 18 now estimated to cost between proved, in our view. Earnings ought to

g:g; Dec3! Mar31 Jun30 Sep3o| Fiscal $37-$39 milhion after tax. The charges, advance in the next couple of years—even

1992 T N 1 K zegg which we are excluding from our earmings without the aid of general rate relief—as

1893 87 179 d14 du | 21g| presentation, should be largely recovered the effect of the restructuring takes hold.

1994 | 101 197 ¢19 d43 | 23 | through lower operating and maintenance And AGL’s regulators recently made some

1995 | 114 201 d20 d45 | 250| expenses over the next 2 to 3 years positive moves that allow the utility to

1996 | 120 210 d20 dd5 | 265| Customer growth continues to be a more effectively compete for interruptible

Ca- | QUARTERLY DIVIDENDS PAID S Full plus for AGL. Its residential heating load, dimimishing the threat of system by-

endar |Mar31 Jun30 Sep.d0 Dec31| vear | TOSter 1s advancng at about 2.5% to 3.0% pass by large customers. In sum, dividend

1891 | 351 57 & R 504] & year This 1s better than most gas dis- growth should resume 1n 1996 (or maybe

1992 | 5i 52 52 52 207 | tributors of this utihity’s size, and reflects sooner), and continue through 1998-2000.

1993 | 52 52 52 52 208 | the economic witality of 1ts service area On that assumption, the stock offers a

1994 | 52 52 £2 52 208 | Moreover, AGL's residential customers are worthwhile, nisk-adjusted total return.

1995 | 52 using more gas (on a weather-normalized Charles Clark March 31, 1995
(A) Fiscal year ends September a0th (C) Next dvidend meeting earty May Goes ex | (D) Inc! def'd chgs '94 $48 2 mill, $1 90/sh Company’s Financia! Strength B+
(B) Prmary eqs Next egs report due early mid-May Approx div'd payment dates March Ef In milhons , ady'd for stock spfit Stock’s Price Stabllity 100
May Excl ‘nonrec items '84, 37¢, '88, 15¢, 1, June 1, Sept 1, Dec 1 Quarters may not add to total due to Price Growth Persistence 70
95, (81 40-31 50) = Dividend reinvestment plan available change in shares outstanding Eamings Predictability 70
Factual matenal 1s abtaned from sources believed to be reliable, but the publisher Is not responsible for any errors or omissions contained heremn For the con- e el e o
fidental use of subscnbers Reprinting, copying, and distnbubon by permission only Copynght 1995 by Value Une Pubhishing, Inc ® Reg TM—Value Line, Inc UbSCI’IbE'C 1'800'83 004&
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ATLANTA GAS LIGHT wyseare [ R&" 35 /i 14.2(iRe i) R4 1.00 %7 6.0%

[ ]
Below 19 43] 264] 280 308 aza| a7 9 2
?:,'EJN%W )4 Averago 132 148 EB 5 194 215 239 28":.5 . ggg gog ;48 29? ggg :agrg:t[ :g;; Rzaggg
SAFETY 2.5 : ' R NS
%‘gﬂmw) Docket No 04-00034 %
el Exhibit CAPD-SB 1T
Annl Totaj|— -3t Qvidersta p.an 2-tord_split — I o
Price Gain  Retum [—cibvidetlby inteteai Direct Testimony____ I
R \\ ST ML Appendix -Value Line History T a
Insider Declislons Jost L
ASONDLJEFYA Jyr Page 60f40___ ::
bBy 001000000 o
Opfoot 0 00000 0O 1],

WS 000000000 8
ingtitutional Decisions S S"f:;dm‘::‘” — 6
M oaM 0N . recassions

o By 28 15 28 :;.":;ﬂ 2-3'_" (TR T ) .
w 413:} 403; 4312§ traded 2.0 — TR | (T AN ophons; None
1979 198019811982 | 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990 [ 1991 1992 | 1993 1994 1995] 1996 | © VALIELNEPUB. NC. | 6600
§027| TI11| 9144 10423 | 9654| 9200| 7485| 5517 5248( 4594| 4326] 4517| 4052| 4085| 4547| 4718] 4120| 45.35|Revenues pershA 5000
304| 340| 327| 299| 320| 374| 2333| 304 368| I79| 36| 409 414| 462| 451 449) 440| 475|“Cash Flow" persh 5.35
131 155 129\ 91| 156 225| 18| 167| 204| 225 180| 202 207| 226| 216 234| 245 260|Eamings persh® 295
72 75] s4| 9| 9| 108| 126 140 160| 176) 188 196 204 205| 208| 208| 208] 212|DivdsDecidpershc | 224
351] 397[ 40| S05| 487 589| 603 660 778 572 529| 547| 591| 543| 498| 474| 445 375|CapiSpendngpersh | 4z
171] 1252] 1299 | 1290| 1274] 1384| 1425| 1518| 1578 | 1744 1766| 1793| 1884| 19| 1979] 2039 2000| 21 10| Book Value per sh® 23.00
S07] 307| §07| 926 1154[ 1332 1556 1828| 1874| 2124] 2170| 2216| 23.79| 2435 24865] 2543] 2750] 2800] Common Sha Outstg= | 2970
61 481 531 83 57| 47| 83| 11B| 115 11| 137 142 153| 155| 179] 151 Boia fighresam | Avg Ann'lPIE Ratio 135
88| 64| 72| 9| 48| 44| 67| | 7| 2| 104 105| 98| 94| 108] 97| vendime | Reigtive P/E Ratio 105
91% ) 102% | 111% | 120% | 109% | 101% | 84% | 71%| 68% | 71%| 72% | 68% | 64% | 59% | S4%| 5%%| ™™ | aug Annl Div'd Yield 57%
‘T::t;"nAsLmss?gcsTngSm:?‘v?fssoan 1164710083 | 9835| 9756| 9387 10009 9630 | 946| 11303| 11999] 1115] 1250 Revenes (mil) A 1450
LTDebt $554 5 mil LT iterest 341 5 mil 27| 292| 94| 40| 421| 456| 494 54| 75| 632 685|770 NetProfit (smi) 900
(LT interest eamed. 3 4x, total nterest 467% | 460% | 476% | 318% | 276% | 317% | 346% | 316% | -320% | 35 2% J60%| J6.0% [Incore Tax Rate 36.0%
coverage 3 1x) 25% | 29%| 40%| 47%| 45%| 46% | 51% | 56%| 51%| 53%| GI%| 61%NetProfit Margin 62%
498% | 494% | 462% | 493% | 479% | 502% | 496% | 402% | 405%| 490%| 47.5%| 48.0% Long-Term Debt Raio | 455%
Laases, Uncapitalized Annual rentals $6 0 mil 455% | 469% | 503% | 482% | 498% | 478% | 488% | 581% | 531%| 458%| 475%| 475% |Common Equty Rato | 505%
4877 5%09| 5877 7685| 7700 8319 9183| 8127| 9257] 11315| 1170| 1245 | Total Capial ($rull 1325
Penaion Liabilfty None 5607 | 8521| 7577 8665| 9791 10496 | 1141.6| 12179 | 12813| 12574 1340| 1400( Net Plant ($mill) 1550
Pd Stock 358 5mill  Pfd Div'd $4 5 mil 88%| 76%| 90% | 82%| 78%| 76% | 76% | 94% | B6%| 75%| &0%| &0% % Eamed Total Cap| 85%
$14 2 mil 4 50%-8 32% cum , callable at 121% | 98% | 125% | 11.8% | 105% | 110% | 107% | 194% | 104% ] 110%| 110%| 120% % Earned Net Worth 12.5%
$101 96-$105.25, $44 5 mill. 7 70% cum 125% | 9.9%| 128% | 120% | 106% | 112% | 108% | 115% [ 108%| 113%| 115%| 125% | % Eamed Comm Equty | 13 0%

38% | 17%| 28%| 27%| 2% 2% 2% | 10% 4% 30%| 1.5%| 25%|%RetanedtoCommEq| 3.0%
% | 84%) 79% | 79%| 9% | 98% | 98% | 91% | 96%| 90%| 87%| 82%|% All Div'ds to Net Prof 7%

BUSINESS Atlanta Gas Light Company provides natural gas sarv- 38 5% (61 4%), commerical, 15 6% (19 7%), industnal and mter-

Common Stock 25,744,226 shs
CURFEI.EN'I)' POSITION 1893 1894 ¥31/85

&aﬁer ots 233‘;’ zsgg 23(6);1’ ice n 228 Georgia municipalties and surrounding areas including  ruptible, 19 1% (10 0%), transportation and other, 26 8% (8 9%)
Current Assets 2354 2711 2763 | metropoitan Allanta, Augusta, and Savannah Also operates the  Deprecation rate 3 3% Purchased gas cost 63 4% of revenues in
Accts Payable 63.6 576 50 g | Chattanooga Gas Company in Tennessee Has about 1,325,200  FY '94 Has about 3,325 employees, 18,000 shareholders Presr
Debt Dus 1321 1104 -- | customers in total System throughput. 260 4 Bcf nFY '94 System dent & CEQ Davd R Jones Inc Georgia Address 303
Other 770 _1179 236 4 | throughput (operating margin) breakdown, FY '94 Residential,  Peachtree St, N E Atlanta, GA 30308 Telephone 404-584-4000
%‘("g:'g“égv 2;577., :265'%9. 223;2 Atlanta Gas Light will likely acquire a fiscal quarter (years end September 30th).
ANNUAL RATES Pamt Pt Ectd 9204 35% interest in Sonat Marketing Com- AGL . recently completed a common
o chenge persh)  10Ym.  SYm,  to'ss | PAny. The deal, though not vet finalized, equity offering. It issued about 15 mul-
Revenues -75% -10% 20% | has a price tag of $32 mllion. Sonat hon shares at $33 625 each, yielding
“Cash Flow” 30% 35% 30% | Marketing 15 one of the largest natural gas around $48 mulhon after expenses With
[E,aM"(}':ggs gg& gg;'t ‘;gé marketing firms in the U.S. The move fol- this in hand, AGL will not need to visit the
Book Value 40% 30% 25% |lows from AGL's goal of making energy- capital markets again untl sometime in

related investments, especially those that fiscal 1996, when its requrements may be
:Yln:g Dgg_mﬁgﬂf%sw;o Facal provide a way to benefit from the op- in the $40 milhon to $50 mullion range
1992 13002 395'3 176.0 : 23‘1 9;1‘;; portunities ansing from FERC Order 636, (probably funded with debt).
1983 (3341 4482 1977 1503 |11303 which unbundled interstate pipeline sales Atlanta Gas stock may be of interest
1994 [3619 5002 1912 1466 |11999 | S€rvice. This transaction will likely have a to income-oriented investors. Earmings
1995 |88 4482 190 148 |1135 | neutral effect on share earnings imtially, ought to advance in the next year or S0,
1996 |75 520 200 155 (1250 | but 1t should prove increasingly additive in even without the aid of general rate relief,
Fiscal EARNIRGS PER SHARE ABF Fair | the next_c_ouple of years. as the effect of the restructurning takes
Yoar | nos31 Mardi Jun.30 Sep.30| Fiscal The utility continues to make prog- hold We also think that AGL ought to
—Yﬁg- ress with its restructuring plan. The bwld equty by malang further nvest-
1993 87 1739 d14 434 | o1g| Jargest part of the plan’s costs have proba- ments in non-regulated activities, though
1994 | 101 197 449 43 | 234 | Dy been realized (The charges are ex- we expect them to be closely related to its
1985 | 114 191 420 440 | 245| cluded from our earnings presentation and core business—natural gas distribution
1996 | 115 200 d15 d40 | 260 are estimated to be between $414 million And recent rulings by state regulators
ca | QUARTERLY DVIDENDS PAD S | pun and $43 million after taxes ) These costs have dimimished the threat of system by-
endar |MaL31 Jun.30 Sep.30 Dec.31| vear | ©ught to be largely offset by lower operat- pass by large customers. In sum, dividend
1991 | 51 51 51 3] 204| 108 expenses 1n the next couple of years It growth should resume m 1996 and contin-
1992 | 51 52 52 52 207 | still looks hkely that the streamlining of ue through 1998-2000 On that assump-
1993 | 52 52 52 52 208 | the company’s field orgamization will be tiom, this equity offers a worthwhile, risk-
1994 | 82 52 52 52 208 | completed soon. Accordingly, some of the adjusted total return

1985 | 52 52 savings may start to be felt in the fourth Charles Clark June 30, 1995
A; Fiscal year ands September acth (C) Next dividend meeting early Au " "
gust Goes | (D) Inc! def'd chgs '94 $48 2 mill, $1 90/sh Company’s Financial Stren B8+
iB PntmaE;ydegs Next egs feport due early ex mid-August Ap&ox dng’d payment dates é In millions , ady'd for stock spit Stocl':'a Fz;lee Stability o 100
: gggu; p= nonfec tems. ‘84, 37¢, ‘88, 15¢, | March 1, June 1, pt. 1, Dec. Quarters may not add to tota!l due to Price Growth Persistence 70
4 & Dividend reinvestment plan available change in shares outstanding Eamings Predictability b7

Factial matanal 18 obtaned from sources behieved 1o be raliable, but the publisher 15 not responsible for any emors or omissions contaned heren For the con-
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ONDJFMAMNI el |
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WS 000000000 8
Institutional Decisions s?:;::t:;w — 6
by ﬂg 19% ZQ.?; P:amm 23 - N recession
0d00)_ 4072 4332 4cas | iraded 20 1 t I Options: None
1979 | 1980 | 1981 {1982 | 1983 | 1884 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990 | 1991 | 1992 1993 | 1994| 1995| 1996 | © VALUE LINE PUE, INC.] 98-00
6027 | 77111 9144110423 9654 | 9200| 7485; 6517 5248 4594 4326 4517| 4052 4085 4547 4718| J3925| 4¢1.05| Revenues pershA 4575
304 340 327 299 320 374 338 304 3.68 79 386 409 414 462 451 449 465{ 495 “Cash Flow” per sh 550
13t 155 129 91} . 156 225 182 167 204 225 190 202 207 226 216f 24 265| 2.85|Earmings persh® 320
72 75 84 30 96 108 126 140 160 176 188 196 2.04 206 208 208 208] 2.12| Dw'ds Decl'd per sh & 226
3.51 397 430 505 487 589 603 660 718 572 529 547 591 548 498 474 445  4.10| Cap'l Spending par sh 425
1171 1252 1299 | 1290 | 1274| 1384 | 1425| 1518 15678 | 1744| 1766 1793| 1884 1939| 1979| 2039] 2040| 21.50| Book Value per sh O 24.00
907 907 907 926| 1154 1332 1556| 1828] 1874] 2124| 2170 2216| 23.79| 2435| 2486 2543 27.50| 26.00| Common Shs Outstq € | 29.00
61 48 59 83 57 47 83 18 1"s 111 137 142 153 155 179 151! Boid Agures are | Avg Ann’l P/E Ratio 13.0
88 64 I3 91 43 44 67 80 n 92 104 105 98 94 106 97 Vaiug Line Relative P/E Ratio 1.00
91% | 102% ) 111% | 120% | 109% | 101% | 84% | 71%| 68% | 71% | 72% | 68% | 64% | 59% 54%| 59%% estimates Avg Ann’l Div'd Yield 54%
e STRuUCTURE e 50 mil 11647 10083 | 9835| 9756| 9387 10009| 9639 | 9946 11303] 11999| 1080] 1150| Revenues ($mill) & 1325
LT Debt $554 5 mill LT interest $41 5 mil 297 292 394 460 421 456 494 554 575 632 745 83 5/ Net Profit (Smlll) 96.0
(LT nterest earned 3 Bx, total intarest 467% | 460% | 476% | 318% | 276% | 317% | 346% | 316% | 329%| 352%( 360%( 360% |Income Tax Rate 36 0%
coverage 3 4x) 25%| 29% | 40% | 47%| 45% | 46% | 51% | 56% | 51%| 53%| 69%| 7.3%|NetProfit Margin 7.2%
498% | 494% | 462% | 493% | 479% | 502% | 496% | 402% | 405% | 49.0%| 470%| 475% |Long-Term Debt Ratio 46 5%
Leases, Uncapitalized Annual rentals $6 0 mill 455% | 46.9% | 503% | 48.2% | 498% | 478% | 488% | 561% | 531% | 458%! 48.0%]| 475%|CommonEquiyRate | 495%
Pension Labillty None 4877| 5909 5877 7685 7700} 8319 9183 8127 9257| 11315 1175 1260| Total Capital ($mill) 1400
5607 6521 7577 8665| 9791 | 10496 11416 | 12179 | 12813| 12974 1340| 7400| Net Plant ($mul) 1550
Ptd Stock $58 S5mill  Ptd DIv’d $4 5 mill 88%| 76% | 90% | B2% | 78% | 76%| 76%| 94% 86%| 75%| &5%| 8.5% % Eamed Total Cap'l 9.0%
$14 2 mill 4 50%-8 32% cum , callable at 121% | 98% | 125% ( 118% | 105% | 110% | 107% | 114% | 104%| 110%| 120%| 12.5% | % Eamed Net Worth 13.0%
$101 96-$105 25, $44 S mill 7 70% cum 125% | 99% | 128% | 120% | 106% | 11.2% | 108% | 115% | 108%| 113%| 125%| 13.0% | % Eamed Comm Equity | 13.0%
38% | 17% 28%| 27% 2% 2% 2% | 10% % 30%| 25%| 35%|%RetanedtoCommEq| 70%
Commeon Stack 27,375,405 shs 72%| B4%| T9%| T9%| 98% | 8% | 98% | 91% | 96%| 90%| 40%| 76%|%ANDvdstoNetProf |  72%
CUR'?AELNJ POSITION 1883 1984 63085 BUSINESS Atlanta Gas Light Company provides natural gas serv- 38 5% (61 4%), commerical, 15 6% (19 7%), industnal and inter-
S?r?er ssets 233? 2693 2(7)81 ice in 228 Georgia municipaliies and surrounding areas including  ruptible, 19 1% (10 0%), transportation and other, 26 8% (8 9%)
Cument Assets 2354 3719 5785 metropolitan Atlanta, Augusta, and Savannah Also operates the  Depreciation rate 3 3% Purchased gas cost 61 4% of revenues in
Acdls Payable 636 576 555 | Chattanooga Gas Company in Tennessee Has about 1,325200 FY '94 Has about 3,325 employees, 18,000 sharshoiders Presi-
Debt Due 1321 1104 .- | customers in total System throughput 260 4 Bcf n FY '94 System dent & CEO Dawd R Jones Inc Georgia Address 303
Other 770 1179 _2009 | throughput (operating margin) breakdown, FY '94 Residential,  Peachtres St, N E Atlanta, GA 30308 Telephone 404-584-4000
Current Liab 2727 2859 2564 My t turin at Atlanta . Gas end: June 30th, the company’s roster
Fix Chg Cov 239% 256% 283% | . OC  Festructuring ‘ ng : P
———4 Light is taking hold. In the June has expanded by about 2.8%, of which the
éng}\Jg?szrAs:jEs 15'}“,& : ?: E“md,g_z.&o“ quarter, operating and maintenance ex- vast majority remains the higher-
Revenuss 75%  -10% 5% | penses were down sharply. True, the com- margined residential load The growth of
“Cash Flow” 30% 35% 35% pany has now broken out the operating the utihity’s service area 1s hikely to keep
Eﬁﬂ"‘}'gggs gg;’z gg:f’ ?gzz costs associated with such programs as its pace with the established trend of around
Book Value 40% 30% 30% | Integrated Resource Plaﬁl (IRP), calling at- 2.5%fa year (()11; so,bwhlch 1sf above the A?éir-
tention to the dechne. But these expenses age for gas distributors of its size 'S
F‘}gg?l Dgg“gﬁb‘i:yrgsvaufgg "é'll) ;0 FT:«':LI are recovered in the utility’s rates Conse- margin, then, ought to advance a lhttle
Endg e 2 €| Yoar | nyently, they are essentially offset by reve- faster than customer additions (net of IRP
}ggg %2% ﬁgg_ }Sgg }gg :15 1?9333 nues, and the new presentation provides effects), reflecting the volume increases 1t
1894 [3619 5002 1912 1466 |11999 meamngful information, 1n our view. We appears to be garnering from 1ts industnal
1995 |2088 4482 1775 1255 |t080 | continue to expect that the costs of the customers This estimate assumes no
1986 | 350 500 175 125 |1150 | restructuring, which reduced employee changes in rate design. We do not expect
Flacal EARNINGS PER SHARE ABF o | count, realigned business processes, and AGL to file a general rate case for some
g:g: Dec.31 Mar3! Jun30 Sep.30 F‘Ihu:ral streamlined field operations, should be off- time, given the recent restructunng,
T2 T 8 T dm a3 o] set through lower operating expenses over though capital spending will hkely remamn
1983 87 179 di4 d34 | 21g| the next three fiscal years. (Years end Sep- substantial, reflecting the expansion of
1994 | 101 197 d19 d43 | 234 | tember 30th) The total costs of the plan demand 1n 1ts service terntory "
1995 | 114 193 05 d45 | 265| may reach $43 oullion after taxes; almost AGL stock may be of interest to
1996 | 1.20 205 NI d40 | 255| all has been accrued. (The charge 18 ex- income-oriented imvestors. No guaran-
ca- | QUARTERLY DIVIDENDS PAID & Fall cluded from our earmings presentation ) tees are made, but the company appears to
endar |Mar31 Jun30 Sep.d0 Dec.31| vear | LDe utility’s margin on providing nat- now be m a position to boost 1ts quarterly
1851 | 59 71 5 5 704 ural gas service should continue to dividend for the first time sice 1992 Fur-
1992 | 51 52 52 52 207 | progress. This figure’s advance (defined ther, our projections through 1998-2000
1993 | 52 52 52 52 208 | as operating revenues less the cost of gas) suggest a decent, nsk-adjusted total re-
1994 | 52 52 52 52 2.08 | 18 underpinned by the customer growth in turn over this time frame
1995 | 52 52 52 AGL's service area For the 12 months Charles Clark September 29, 1995

&

‘88, 15¢,

Fiscal year ends September 30th
Primary egs Next ags report dus early
November Excl nonrecuring tems '84, 37¢,

'95, §1 65

(C) Next dvidend meeting early November
Goes ex mid-November Approx dnv'd pay-
ment dates March 1, June 1, Sept. 1,
Drwidend remnvestment plan avarlable
Factual matenal 18 abtaned from sources believed to be reitable, but the publisher s not responsible for any erors or omissions contamed herein. For the con- 2
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ComEany’u Financial Strength B+
Stock’s Price Stability 100
Price Growth Peraistence 55
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o8y lﬂgé Zﬂéﬂ; nﬁ P:rcam gg | A ’ N recession
Aewon_osa _sass 15070 | aded 20 —JiUHHII ’ f it Options: None
1979 11980 | 1981 | 1982 | 1983 [ 1984 | 1985 | 1986 | 1987 | 1988 | 1989 1990 | 1991 | 1992 | 1993 | 1994 1995 | 1996 © VALUE LINE PUB,, INC, | 98-00
3014 | 3856 4572 5211 | 4827! 4600 3742 2758| 2624) 2297 2 2258| 2026| 2043 2273 2359 1933 2020 Revenues pershA 2165
152 170 1 150 160 187 169 1.52 184 190 1.93 204 207 231 225 224 240 250, “Cash Flow" per sh 275
65 78 64 45 78 113 91 83 102 113 95 101 104 113 108 117 133 145 Earnings per shB 165
36 38 2 45 48 54 63 70 80 88 94 98 102 103 104 104 104 1.06 | Div'ds Dec!'d per sh = 118
176 199| 245 252 243 295 o 3% 359 2.86 285 273 295 274 249 237 221 195 Cap'l Spending per sh 200
585 626 649 645 637 692 712 759 789 ‘872 883 897 942 970 990{ 1019] 1013] 10.70| Book Value per sh D 1190
1814 1814 | 1814 | 1853 2307| 2664 | 3112 3655| 3748 4247| 4340| 4432| 4757| 4869 4972| 5086| 5500] 5600 Common Shs Outst'q € 60.00
61 48 59 83 57 47 83 118 115 111 137 142 153 155 179 151 126 Avg Ann'’] P/E Ratio 130
88 64 Y3 9N 48 44 87 80 n 92 104 105 98 94 106 9 85 Relative P/E Ratio 100
91% ! 102% { 111% [120% | 109% | 101% | 84% | 71% | 68% | 71% | 72% | 68% | 64% | 5%% 54%| 59%| 62% Avg Ann'l Div'd Yield 55%
%:m;sgg‘s‘j?;’ﬁﬁ Stﬂ:?g?xfssoom 11647 10083 9835| 9756 9387 10009| 9639| 9946/ 11303| 11999] 10630| 1730 Revenues (Smil) A 1300
LT Debt $554 5 mill LT Interast $45 0 mull 297 292 394 460 421 456 494 554 575 632 738 82.5 | Net Profit (Smlll) 980
(LT interest eamed 3 9x, tolal interest 467%| 460% | 476% | 318% | 276% | 31 7% | 346% | 316% | 329%| 352%| 369% | 37 0% | Income Tax Rate 370%
coverage 3 4x) 25% ) 29%| 40%| 47% | 45%| 46% | 51% | 56% ! 51%| 53%| 69%| 73%|NetProfit Margin 75%
498% | 494% | 462% | 493% | 479% | 502% | 495% | 402% | 405%| 490%| 474%| 48.0% Long-Term Debt Ratio 46 0%
Leases, Uncapitalized Annual rentals $6 0 mil 455% | 469% | 503% | 48.2% | 498% | 478% | 488% | 581% | 531%| 458%| 476% | 475% | Common Equty Ratio | 500%
Pension Liabihity None 4877 | 5909, 5877 | 7685| 7700! 8319 9183| 81271 9257] 11315| 11706] 1260( Total Caputal ($mill) 1425
5607 6521] 7577 | 8665| 9791 10406 11416 12179 12813| 12974/ 13503| 1400! Net Plant {$muil) 1500
Pfd Stock $58 5mill  Ptd Div'd $4 5 mll 88% | 76%| 90%( 82%| 7B% | 76%| 76%| 94%| 86%| 75%| 83%| 85%|%Eamed Total Cap'l 85%
$14 2 mill 4 50%-8 32% cum , callable at 121% | 98% | 125% ! 118% | 105% | 110% | 107% | 114% | 104%| 110%, 12.0% | 12.5% |% Earned Net Worth 125%
$101 96-$105 25, $44 5 mil 7 70% cum 125% | 99%| 128% | 120% | 106% | 112% | 108% | 115% | 108%| 113%]| 125% | 130% | % Eamed Comm Equity | 120%
38%! 17%| 28%| 27% 2% 2% 2% 10% 4%| 13%| 27%| 35%|%HRetanedtoCommEq| 35%
Comman Stack 55,000,000 shs T2%| B4%| 79%| 79%| 98%| 8% | 98% | O1% | O6%| O90%| 80%| 77%|%AlDw'dstoNetProf | 76%
gl::%ELPiS‘I);:’SOSITION 1?; 129; 9"30;93 BUSINESS Atianta Gas Light Company provides natural gas serv- 38 5% (61 4%), commencal, 15 6% (19 7%), industrial and inter-
her 235 1 2678 - 2163 | 'ce 228 Georgia municipalities and surrounding areas including  ruptible, 19 1% (10 0%), transportation and other, 26 8% (8 9%)
Current Assets 2354 2711 2200 | Metropolitan Atlanta, Augusta, and Savannah Also operates the  Depreciation rate 33% Purchased gas cost. 61 4% of revenues in
Accts Payable 636 576 72 3 | Chattanooga Gas Company in Tennessee Has about 1,325200  FY '94 Has about 3,325 employees, 18,000 shareholders Presi-
Debt Due 1321 1104 -- | customers in total System throughput. 260 4 Bef in FY '94 System dent & CEQO Dawid R Jones Inc Georgla Address 303
Other 770 1179 1560 | throughput (operating margin) breakdown, FY ‘94, Residential,  Peachtree St, N E. Atlanta, GA 30308 Telephone 404-584-4000
g;frgg;uégv g;gz,,z 2258202 3528,2 Atlanta Gas Light’s customer base ing profits are hkely to continue to come
ANNUAL RATES Pant Poet Estdooed should continue to expand in fiscal from 1ts regulated operations, 1t 1s looking
of change per st} 10 Yrs, sx?n ' | 1996 and beyond. (Years end September to take advantage of the energy-related
Revenuses 75% -10% - 59 30th ) The utihity’s roster grew by over business opportunities that are arising
“Cash Flow” 30% 35% 35% | 37,000 in 1995, an advance of 28% and from the general movement toward mar-
Sﬁn":j'gggs gg:f’ %g:f’ Sg;/z shghtly above the storical trend of ket competition in the regulated utihty
Book Value 40% 30% 30% |around 25% a yeaxh' Customer growth arena IndSeed, 1t made alan equity 11r{1vest-
ought to stay on the established path ment m Sonat’s natural gas marketing
?:-EEI Dgg“;ﬁa;tgsv%ﬁés "32%‘\30 F'l:slslclzlel through late decade, given the city of At- business in 1995 And it is seeking to form
1992 {302 3853 1760 1237 9{;?;5 lanta’s.attractlve business environment. . a holding company (to be called AGL Re-
1993 [3341 4482 1977 1503 |11303 ’I_‘he hon"s sh-are of the meter addi- sources, Inc.), which will provide for a
1994 3619 5002 1912 1486 |{1999 | EiomS will likeily accrue to AGL’s clear separation between 1ts regulated and,
1995 |3288 4482 1775 1085 |10630| residential load, which accounts for the non-regulated enterprises The new corpo-
199 (350 480 175 125 {1130 | largest part of 1ts overall gross margin rate structure will also facihtate the fund-
Flscal EARNINGS PER SHARE ABF Fuii | (revenues less the cost of gas) But the ing of these new ventures (no regulatory
peer |Dec.31 Mar31 Jun30 Sep.o | Fiscal utility should also be able to increase 1ts approval will be needed) In sum, AGL’s
1502 rrs 8 407 4% 1"‘1’5 throughput (and 1ts margin) by purswing share earnings and dividends should ad-
1993 3 89 do7 d17 | 108 the markets for natural gas coohng, elec- vance micely over the next 3 to 5 years.
1994 50 98 d09 d21 | 117| tric power generation, and natural gas (Note. All figures have been adjusted to re-
1995 57 95 03 d19 | 133| vehicles. Further, the company’s recently flect @ 2-for-1 stock split effected on Decem-
1996 80 100 Ni d15 | 145| completed restructuring—which reduced ber Ist.)
car | QUARTERLY DIVIDENDS PAID &= Fall employee count, reahgned business pro- This stock may be of interest to
endar {Mar.31 Jund0 Sep30 Dec.31| vesr | CeSsSes, and streamlined field operations— income-oriented investors. Dividend
1991 | 255 255 055  5Ef 02| should moderate the growth of operating growth has resumed And our projections
1992 | 255 26 26 2% 104 | and maintenance expenses. suggest 1t will lhkely continue through
1993 | 26 26 26 2 104 | Non-regulated activities ought to be 1998-2000, leading to a decent, nsk-
1994 | 26 26 26 26 104 | more of a factor in the nmext couple of adjusted total return over this time frame’
1995 | 26 26 26 265 years. Although the bulk of AGLs operat- Charles Clark December 29, 1995
A; Fiscal year ends September 30th (C) Next dvidend meeting sarly February (D) Incl def'd chgs '95 $56 9 mill, $1 04/sh Company's Financlal Strength B+
B) Primary egs Next egs report dl’le early Goes ex md-February Approx div'd payment | (E) in millions , ady'd for stock spliits Stock’s Price Stability 100
! ebmary, € nonrecurnng items '84, 37¢, | dates. March 1, June 1, Sept 1, Dec 1 §F% Quarters may not add to total due to Price Growth Persistence 55
88, 15¢, '95, d83¢ 8 Dividend reinvastment plan available change n shares outstanaing Earnings Predictability 80
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198011981 198219831984 1985 | 1986 1987|1988 | 1989 | 1990 | 1991 | 1992 | 1993 1994 | 1995| 1996 1997 | © VALUELINE PUB,, INC. | 98-01
3856 | 4572 s211| 4827 4600| 3742] 2738 2824 2297 2163 2258{ 2026| 2043| 2273 2359| 1932 1980| 2080| Revenues pershA 2165
170 163 150 160 187 169 152 184 190 193 204 207 231 225 224 233 255 275 | "Cash Flow" per sh 300
78 64 45 78 113 91 83 102 113 95 101 104 113 108 117 133 145 155 | Earmings per sh B 175
38 42 45 48 54 63 70 80 88 94 98 102 103 104 104 104 106 112| Div'ds Decl'd per sh o= 124
199 245 252 243 295 301 330 359 286 2865 2731 295 274 249 237 217 200 2.00| Cap’l Spending per sh 2.00
626 649 645 637 692 712 759 783 872 8§83 897 942 870 99| 1019] 1012| 1080 1120 Book Value per sh © 1230
1814) 1814 1853 2307| 2664 | 3112| 3655| 3748 4247 | 4340| 4432] 4757] 4869 4972 %086 5502| 55.50] 5600(Common Shs Qutst'g € 6000
48 59 83 57 47 83 118 115 11 137 142 153 155 179 151 126| Bod figures are | Avg Ann'I PE Ralio 13.0
64 72 91 48 44 67 80 7 92 104 105 98 94 106 99 86 Vaiug Line Relative P/E Ratto 1.00
102% | 111% ] 120% | 109% | 101% | 84% | 71% | 68% | 71% | 72% | 68% | 64% | S9% | 549 59%| 62%|  *"™S | ayg Ann'l Div'd Yield 55%
?32.'31%?;’%‘1%?5?5 332".J§’3y132500m.|. 10083 9835| 9756 387 10009 | 9639| 9946/ 11303| 11999| 10630 1100] 1765 | Revenues smil] A 1300
LT Debt 3554 5mil LT Interest 845 0 mil 22| 394) 460| 41| 456| 494| 54| 575| 632 743) 45| 915 NetProfit smil) 110
(LT nterest eamed 3 9x, total mterest 460% | 476% | 318% | 276% | 317% | 346% | 316% | 329% | 352%| 360% | 370%| 370% Income Tax Rate 77 0%
coverage 3 5x) 29% | 40% | 47% | 45%| 46% | 51%| 56% | 51% S$3%| 70%| 77%| 79%|Net Prafit Margin 85%
494% | 462% | 493% | 479% | 502% | 496% | 402% | 405% | 49 0%| 474%| 43.0%| 48.5% Long-Term Debt Ratio 46.0%
Leases, Uncapitalized Annual rentals $6 0 ml 469% | S03% | 482% | 4908% | 478% | 488% | 6B1% | 531% | 458%| 476%)| 475% 475%|CommonEqulyRato | 500%
5909 5877 7685| 7700 8319{ 9183 8127 9257 11315 11703| 1260 1320( Total Capital (Smull) 1475
Pension Liabiliy None 65211 7577 8665| 9791) 10496 11416 | 12179) 12813] 12074 | 13503) 1400 1460 Net Pant (smul) 1550
Ptd Stock $58 Smill  Pfd Div'd $4 5 mill 76%) 90%| 82% | 78%| 76%| 76%| 94%| 86% 75%| 82%| 85%| 90%|%Eamed Total Cap’l 9.0%
$14 2 mull 4 50%-8 32% cum , callabie al 98% | 125% | 118% { 105% | 110% | 107% | 114% | 104% 110%| 121%| 130%| 135% | % Eamed Net Worth 140%
I $101 96-8105 25, $44 5 mill 7 70% cum 9% | 128% | 120% | 106% | 11.2% | 108% | 115% | 108% | 113%) 125%| 135%| 140% |% Eamed Com Equty | 145%
S 17%1 28%| 27% 2% 2% 2% | 10% 4% ! 30%| 46%| 35%| 40%]% Retainedto Com Eq 40%
Common Stack 55,167,451 shs B%| TS| T9%| O8%| OB% | GB%| 9% 96%| 90%| 80%| 78%| 73%|%ANDWdstoNetProf |  72%
CUR&%IEM POSITION 1934 1995 123195 BUSINESS AGL Resources, Inc 1s a holding company Its primary throughput (oper margin) breakdown, FY '85 Residential, 35 0%
StahsgrAssets 26; g 212% 332 g subsidiary is Atlanta Gas Light, which provides natural gas service (62 4%), commencal, 14 4% (20 1%}, ndustrial and mterruptible,
Current Assets 2711 2200 33871 | In 228 Georgia municipalites and surrounding areas including 23 0% (9 8%), transportation and other, 27 6% (7 7%) Depr rate
Accls Payable 576 723 831 | metro Allanta, Augusta, and Savannah Also operates the Chat- 3 0% Gas cost 53 8% of revs in FY ‘95 Has about 3,349 empls ,
Debt Duée 1104 .- -- | 1anooga Gas Company In Tennessee Has about 1,378,500 cus- 17,250 shrhdrs Pres & CEO David R Jones Inc GA. Addr
Other 1179 1560 2497 | tomers in total System throughput 2620 Bef in FY '95 System 303 Peachtree St, NE Allanta, GA 30308 Tel 404-584-4000
Current Liab 2859 2283 3328 AGL Resources, Inc., a newly formed share earnings will be shifted from the
Fix Chg Cov 256% 292% 321% - ? Pyl
—— holding company, is the parent com- winter-heating months and 1into the
Q’:ﬂ%ﬁﬂfs 1:?;; :;’: Es:oqgg%es pany of Atlanta Gas Light. This struc- warmer months, starting this fiscal year
Revenues -65% -05% Ni | ture was adopted in order to provide a (ends September 30th) We have adjusted
“Cash Flow” 30% 30% 45% | clear separation between Atlanta’s regu- our 1996 earnings estimates to reflect the
Sﬁ,ﬂg‘gﬁgs gg:f" gg:f’ gg;ﬁ lated and non-regulated enterprises This new rate design We note that the effect 1s
Book Value 40% 259 35% | distinction is likely to become increasingly on intenm results only and that our es-
important, since AGL 1s looking to take timates for 1996 and 1997 are unchanged
Fiscal | QUARTERLY REVENUES ($ mil) & Fuil : . f
Year |, 031 M 31 Jun30 Sep.ag| Fiscal| advantage of energy-related business op- Customer growth is still progressing
Endg |7%c. J1 Mar31 Jun P3| Year ties that are ansing from the gen- nicely. AGL’s residential-heatin roster
1993 3347 4462 1977 1503 [1ia03]| Porfunities & & ¥ g
1994 (3619 5002 1912 1466 |11399 eral movement toward market competition grew by just under 3%, on average, 10 the
1995 13288 4482 1775 1085 [10g3¢0 | @ the regulated utility arena. True, most December quarter, 1n hine with 1995°s ad-
1996 3288 465 185 1212 |11g0 | Of the company’s operating profits proba- vance and above the histoncal trend of
1997 1350 490 195 130 |1185 | bly will continue to come from natural gas about 2 5% a year Customer growth ought
Fiscal EARNINGS PER SHARE ABF Far | distmbution 1n coming years. But now to stay on the established path thr’ough
g:g; Dec31 Mar3t Jun 30 Sep 30 Q'swl funding for any future forays into non- late decade, given the aity of Atlanta’s at-
1993 a R LA AV, 1"3{; regulated ventures will not require regu- tractive business environment Hence,
1994 50 9 d0g d2t | 117/ latory approval In addition, the new AGL stock may be of interest to
1995 |' 57 95 03 d19 | 133( Structure 1s more consistent with manage- income-oriented investors. ’I'l’le compa-
1996 53 87 .08 d03 | 145| ment’s overall strategy, lkely facihtating ny 1s benefiting from last year’s restruc-
1997 .55 9 10 NI 155| the implementation of its plans. turing And our projections suggest share-
Cal- | QUARTERLY DIVIDENDS PAID o= Ful The design of Atlanta Gas Light’s holders may receive a decent nsk-adjusted
endar | Mar31 Jun.30 Sep30 Dec3t Year | Tates to _firm-service customers has total return through 1999-2001, owing to
1992 { 255 28 26 26 T04] been revised. The change increases the the earnungs and dividend growth we enwi-
1993 | 26 %6 26 2% 104 | monthly customer charge and decreases sion. We also note that this stock has held
1994 | 26 26 % 2% 104 | the charge collected based on the volume its own fairly well, given the recent jump
—ﬁ 1995 | 26 26 2% 265 105) of gas used by a corresponding amount. in long-term 1interest rates.
1996 | 265 The upshot 1s a portion of the utihty’s Charles Clark March 29, 1996
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Biulo 1579 10889 10673 | tradea 20 — 1 ittt i fuf Options: None -
1980 1981 | 1982 | 1983 | 1984 | 1985 1986 | 1987 | 1988 | 1989 | 19901991 | 1992 1993 | 1994 | 1995] 1996 1997 © VALUE LINE PUB., INC | 99-01
3856 4572 5211 | 4827 4600( 3742| 2758 2624| 2297 2163] 2258| 2026| 2043 2273| 2359 1932 20100 2080| Revenues pershA 22.00
170 163 150 '160 187 T69 152 184 190 193 204 207 23 225 224 23 250| 260| “Cash Flow" per sh 290
78] 84" 45| 78 193] 91 Cs3| 102 1130 851 101 104 113 08| 117] 133| 140 1.50| Earings per sh® 180
38 2| 4 ) 63 70 80 83 94 98 102 103 104 104 104 106 1 12{ Div'ds Deci’d per sh &= 126
199 245 252 243 295 301 330 359 286 2651, 273 2895 274 249 2% 217 215{ 2.35|Cap'l Spendingpersh [ 2.10
626 649 645 637 6.92 712 759 789 872 883 897 942 970 990| 1019| 1012} 1040{ 1065|Book Valuepersh® _ 11.75
1814 1814 | 1853 | 23.07 | 2664 3112 3655| 3748| 4247| 4340 4432 4757 4869| 4972| 5086| 5502 55.75| 57.00| CommonShs OutstqE | 60.00
48 §9 83 57 47|, 83 118 15| 11 137 142 153 185 179 151 126| Bold higures are | Avg Ann'l P/E Ratio 13.0
64| 71 | 4 “4f 67 go| 7 R| 104 105 98| 94| 106 % 86| Vellima | Relgtive P/E Ratio 100
102% ] 111% | 120% | 109% | 101% | 84% | 71%| 68% | 71% | 72% | 68% | 64% | 59% | 54% 5%%| 62% Avg Ann'l Div'd Yield 54%
'?:1:1”&'315;522(:01::3 £ ;::'l:? 1YI|?: $116 5 mull 10083 9835| 9756| 9387 10009 | 9639 9946 11303 ) 11999} 10630| 1120| 1185| Revenues ($mi) A | _ 1380
LT Dobt 5554 5 mill LT Interest $42 5 mill 29.2 394 460 421 456 494 554 575 632 743 82.0 89.0| Net Profit ($mill) 110
{LT nterest eamed 3 6x, total interest 460% | 476% | 318% | 276% | 317% | 46% | 316% 32.9% 352%| 369%| 370%| 370% |Income Tax R?lﬂ 370%
coverage 3 3x) 29% | 40% | 47%| 45% ) 46% | 51%; 56% | 51% | "53%{ 70%[ 73%| 75%|NetProfit Margin 8.0%
494% | 462% | 493% | 479% | 502% | 496% | 402% | 405% | 490%( 474%| 465%| 475% [Long-Term Debt Ratio 475%
Leases, Uncapitalized Annual rentals $8 0 mil 469% | 503% | 48.2% | 498% | 478% | 488% | 581% | 531% | 458% | 476% | 485%| 48.0% | Common Equity Rato |- 4835%
5809 | S877| 768S| 7700| 8319, 9183| 8127 9257 11315 11703| 1190| - 1265| Total Capital {$mull) 1450
Pansion Liability None - 6521| 7577| 8665] 9791 | 10496 | 11416 12179 | 12813 | 12974 13503| 1400| ~ 1470 | Net Plant ($mal) 1 .1650
Ptd Stock $58 5mill  Ptd Divid $4 5mill . ~ 76%| 90%| 82%| 78% )| 76% | 76%| 94% | 86% 75%) 82% 85%| 90%]%Eamed Total Cap’l _ 95%
$14 0 mill 450%-8 32% cum , callable at 98% | 125% | 118% | 105% | 110% | 107% | 114% | 104% | 110%] 121%| 7130%| 135%|% EamedNetWorth - .| 145%
$10196-$105 25, $44 S mill 770% cum 99% | 128% | 120% | 106% | 112% | 108% | 115% | 108% | 11.3% | 125%| 140%| 14.5% % Eamed Com Equity .| 15.5%
. 17%| 28%| 27% 2%6| 2% 2% | 10% 4% 30%| 46%| 35%| 3.5%|% Retainedto Com Eq 4.5%
Comman Stock 39,362,112 shs B%| 79% | T9%| O8%| 98% | 9B% | 9% | 96% | 75%| 66%| 77%| 76%|%AUDivdstoNetProf | 72%
CURsF;I.ELNJ)' POSITION 1284 1985 3186 BUSINESS AGL Resources, Inc is a holding company Its pnmary  throughput (oper margin) breakdown, FY '95 Residential, 35 0%
(C)?rfer sels 26;3 212; 283 g subsidiary 1s Allanta Gas Light, which provides natural gas service (62 4%), commencal, 14 4% (20 1%), industrial and interruptible,
Current Assets 2711 ~2200 2848 | "N 229 Georgia municipalities and surrounding areas including 23 0% (9 8%), transportation and other; 27 6% (7 7%) Depr rate
Accts Payable 576 723 g1 5{ metro Atlanta, Augusta, and Savannah Also operalgs the Chat- - 3 0% Gas cost 53 8% of revs i FY '95 Has about 3,349 empls ,
Debt Due 110 4 51.0 66 5 | tanooga Gas Company in Tennessee Has about 1,372,700 cus- « 17,250 shrhdrs Pres & CEQ David R Jones Inc GA Addr
Cther 1179 1076 _1260 | tomers i tolal System throughput 2620 Bcf in FY '95 System 303 Peachtree St, N E., Atlanta, GA 30308 Tel 404-584-4000
gl;"g?:guézv ggg.,z 2233.,? 22;:,;) AGL Resources received stockholder area population of 3 5 milhon will be sup-
————1 approval for its restructuring plan on plemented by 2 muillion people. Earmings
émmﬁs 1:';§ SP ;;1 53:0‘1.999_%'195 March '6. AGL 18 looking to boost operat- through late decadé should continué to
Revenues 65% -05% 710% | ng results through expansion into non- mse as a result of customer growth at
“Cash Flow” 30% 30% 40% | regulated, somewhat nslaer, arenas The about a 2 5% to 3.0% annual clip and fa-
gﬁn";'ggjs %g:;“ 23 70% | separation of the main business, Atlanta” vorable economic conditions m Georgia
Book Value 40% ' 25% 25% | Gas Laght Co, as an mdependent u1(111t al- ’I‘heb Atlanta uxlnarket, n pa.xhcu}iar,’ought
lowa AGL to pursue nonregulated op- to be particularly strong in the comn
F\}:g’r" Dgg A;TEGLY REVENUES (5 mil) A F'iE:ul:LI portumties mtll)mut approval of " the” years dﬂe to 1ts expanding infrastructure g
Ends 3 ar31 Jun.30 Sep 30| 'year Ge Publ Servi C AU b ital expenditures will
983 [T #82 977 1503 [T 3], oeorga 1c Service Commussion / pcoming capi expen S
1994 (3619 5002 1912 1466 |{1e9g | recent move along these lmmes 13 AGL's probably center on system upgrades.
1995 (3288 4482 1775 1085 |10630 formation of EnerConnect, a retail market- Management intends to further expand
1996 {3288 4788 190 1224 |1120 | 1ng umit, to provide energy procurement AGL's natural gas system, due largely to
1997 1350 505 200 130 {1185 | and management services to industnal unusually cold. weather this past winter-
Flacal |  EARNINGS PER SHARE ABF Fui | and large commeraal clients ; heating season and likely customer addi-
goar Dec.3! Mar3! Jun30 Sep.30 Riscall We expect modest share earnings bions. We expect AGL to supplement its
195 P 117 A kY 10%-: growth in fiscal 1996 and 1997. (Years '“cash flow” with debt and equity to fund
1984 50 98 09 d21' 117| end September 30 ) Quarterly year-to-year this expansion, maintaimng fairly con-
1985 | 57 95 03 d19 | 133| earnings comparsons 1n fiscal 1996 have sistent capitalization ratios along the way
1996 53 8t 09 do3 | 140 been skewed due to mandated revisions of This issue is probably best suited for
1997 55 . 85 .10 Nil 1.50| rates to firm-service customers The new income investors. Recent price activity
ca- | QUARTERLYDVIDENDSPADS® | g,y | F2te structure essentially transfers earn- and a mnise in long-term interest rates sug-
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | 1NgS from the colder periods mnto the gest that apprecation potential 1s below
102 | 255 % 2% 58 104 Spring  and summer months, while average for the upcoming year This
1993 | 2 2% 2 2% 104 | maintaimng the same overall yearly level stock’s investment ment lies prumanly 1n
1994 | 26 2% 26 26 104 | of earmings The Summer Olympics, to be 1ts current dividend yield and decent total
1995 | 2% 26 26 265 105 | hosted 1n Atlanta, mught also boost AGL’s return potential to decade’s end -
1996 | 265 265 bottom line this year, as the city’s metro- Oscar L. Vidal, June 28, 1996
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1980 | 1981 | 1982 [ 1983 (1984 [ 1985 | 1986 | 1987 | 1988 1989 1990 | 1991 | 1992 | 1993 | 1994 | 1995| 1996 1997 © VALUE LINE PUB, INC, T 99-01

3856 4572 5211 | 4827| 4600| 3742| 2758 2624| 2097 2163 2258 | 2026| 2043| 2273 2359 1932 2125 2200 Revenues per sh A 2425
170 163 150 160 187 169 152 184 190| "193 204 207 231 2251 224 23 250) " 2.60{ “Cash Flow” per sh 290
- 78 64 45 8 113 9N 83 102 113 95 10 104 113]. 108 17 133 1.40 1.50| Earnings per sh 8 1.80
38 42 45 48 54 63 70 80 88 94 98 102 103 104 104 104 1.06 112| Div'ds Decl'dpersh™ |- 1.26
199 245 252 24 2% 3o 330 359 2.86 265 273 295 274 249 237 217 215  2.30| Cap'l Spending per sh 210
626 649 645 637 692 712 759 789 872 883 897 942 970 990| 1019} 1012| 71040 1060 Boak Value per sh© 170
1814 1814] 1853 | 2307 2664 a112] 3655| 3748| 4247 | 4340 M| 4757| 4869 4972 5086| 5502| B5.75] 5700 Common Shs Outstg & 60.00
48 59 83 57 47 83 18 15 11 137 142 153 155 179 151 12.6| Boid figures are | Avg Ann'l P/E Ratio 130
64 2 9 48 44 67 80 n 2 104 105 98 94 106 9 86 Vaiug Line Relative P/E Ratio 100

102% | 111% ] 120% | 109% | 101% ! 84% | 71% | 68% | 71% 12% | 68% | 64% | 59% | 54% 59%| 62% extimates- Avg Ann'l Div'd Yield 54%

CAPITAL STRUCTURE as of 6/30/96

Total Debt $626 4 mill Dus In 5 Yra $121 9 mil 10083 9835, 9756 9387 10009 | 9639| 9946( 11303 ! 11999] 10630 1185|  1255| Ravenues (Smull) A 1455

LT Debt $554 5 mill LT Interest $42 5 mill 292 394 460 421 456 494 554 575 63.2 743 80.0 90 0| Net Profit (Smill) 110

(LT interest eamed 3 7x, total miares! 460% | 476% | 318% | 276% | 317% | 346% | 316% | 2 9% | B2% | 36%%| 370% 37.0%] income Tax Rate 37 0%

coverage 3 4x) 29% | 40% | 47% | 45%| 46%| 51%| 56%| 51% 53%| 70%, 68%| 7.2% Net Profit Margin - 7.6%

494% | 462% | 493% | 479% | 502% | 496% | 402% | 405% | 490% | 474%| 46.5% 47.5% | Long-Term Debt Ratio 47.5%

Leases, Uncapitalized Annual rentals $8 0 mil 46%% | SO3% | 482% | 498% | 478% | 488% | SB1% | 531% | 458% | 476%| 485%| 480%|Common Equiy Rato | 48.5%

5908 | 5877| 7685| 7700| 8319, 9183 8127 9257 11315 11703, 1190 1265 | Total Captal {$mill) 1450

Penslon Liabllity None . 8521 7577)| 8665| 9791 10496 | 11416 12179 1281.3| 12974| 13503 1450 1550 | Net Plant ($mifl) 1700

Ptd Stock $58 5mill  Ptd Div'd $4 4 mill 76%| 90%| 82% | 78%| 76%| 76%| 94% | 8.6% _75%] 82%| 85%] 90%% Eamed Tota! Cap'l 9.5%

$14 0 mill 4 50%-8 32% cum , callable at 98% | 125% | 118% ] 105% | 110% | 107% | 114% | 104% | 110% | 12.1%| 130% 13.5% | % Eamed Net Worth 14.5%

$101 96-$105 25, $44 5 mill 770% cum 99% | 128% | 120% | 106% | 112% | 108% | 115% | 108% | 113%| 125%| 140%| 14.5% |% Esmed Com Equty | '15.5%

17% | 28%| 27% 2% 2% 2% | 10% 4% 30% | 46%| 35%| 3.5%|% Retained to Com Eq 45%

Common Stock 35,526,692 shs Mh| 9% | T9%| 98%| ‘W% | 8% 91%| 96%| 75%| 66%| 77%| 76% |% ANDwdstoNetProf | 72%

CUF(“:IELPS POSITION 1954 1995 6/30/%6 BUSINESS. AGL Resources, Inc 1s a holding company its pamary  breakdown, FY '35 Resdential, 350% (62 4%), commerical,

ggfer sets 26:3/:8, 212; 2 45‘3 subsidiary is Atlanta Gas Light Co , which distributes natural gas to 14 4% (20 1%), industnal and mierruptible, 23 0% (9 8%), trans-

Current Assets 2711 2900 2476 | about 14 millon customers in Georgia and southem Tennessee portation and other, 27 6% (7 7%) Depr rale 30%- Gas cost

Accls Payable 576 723 700 | Also mvolved in natural gas and power marketing, energy manage- 53 8% of revs in FY 'S5 Has aboul 3,349 empis , 17,250 shrhdrs

Debt Due 1104 510 719 | ment services, and wholesale and ‘retail propane sales System  Pras & CE.O David R Jones Inc GA. Addr 303 Peachtree St,

Other 1179 1076 _1050 | throughput 2620 Bef i FY '95 System throughput (oper margin) N E, Atlanta, GA 30308 Tel. 404-584-8470

g;"g;t L’égv 5?32 ggg,f 22;3,/9 AGL Resources’ anticipated 1996 fis- businesses will provide worthwhile returns

g ———"1 cal fourth-quarter share-earnings and increase share earnings accordingly.
4 QNJ\:%!&&ASI;ES 1?‘;’:1 5P ;’: E“:od.g:_%'fs gains will be primarily attributable to We expect Atlanta Gas Light Company
E Revenues -65% -5% 15% | weather normalization = of rates. to maintain its solid operating per-
1 “Cash Flow” 30% 30% 40% | (Quarter ends September 30th ) This fiscal formance. Strength 1n Atlanta’s economy

S;";’gggs 2% S0 7 9% | year, Atlanta Gas Light Company, 1ts reg- and varous nfrastructural needs should

Book Value 40% 25% 5% | ulated distmbution: subsidiary, adopted a provide support for about 2.5% to 3 0% an-

Fiacal | QUARTERLY REVENUES (§ ml] A | Ful revised rate structure which shifts some nual customer growth through late decade

goar inee.31 Mar3! Jun30 Sep.30| Fiacal profits from the heating season (November These meter additions bode well for AGL's

1%3‘ BAT M8 9T T 50'3 112‘3‘5 to March) into warmer periods. Hence, the net 1ncome 1 upcoming years. . .

1994 3619 5002 1912 1466 |11999 weather normalization will hkely boost Tln_s 1s§ueis investment . merit lies

1995 (3288 4482 1775 1085 |10630 fourth-quarter share net to the break-even mainly .in its_dividend yield. Income-

1996 | 3288 4788 2411 1363 (1185 | point Overall annual profits, however, oriented investors should note the stock’s

1967 (350 505 255 145 |1255 | Wll not be affected by the new rate desmign dividend yield, which 1s more than twice

Fiacal | EARNINGS PER SHARE A5 Fui | In fiscal 1997 and beyond, AGL’s non- the Value Line median. The stock price

g:g; Dec 31 Mar31 Jun30 Sep30 F}sml regulated operations should make sig- has rsen by about 11% since our last

4017 ‘1"%- nificant contributions to the bottom review published in June. A good part of

1904 50 98 d09 d21 | 117{lime. On August 5, 1996, 1n response to this rise can be attributed to growing 1in-

1995 57 95 03 di3 | 133! rapidly growing gas industry deregulation, vestor speculation on mergers between

1996 53 81 06 i 1.40| the company announced 1ts corporate electric and gas utilibes. Recent price ac- |.

1997 55 85 .10 Ni 1.50| reorganization. Three unregulated subsidi- tivity and higher long-term interest rates

Cal | QUARTERLY DVIDENDSPAIDC= | fyy | 271es—The Energy Spring, AGL Invest- both contribute to our below-average ap-

endar |Mar31 Jun30 Sep.30 Dec.31| year | Ments, and AGL Energy Services—were preciation expectations for the stock 1n the

1992 | 255 % % %6 To4| formed to focus largely on gas marketing year ahead and the 3- to S-year pull. Suc-

1903 | 26 2% 2% 2% 104| and energy management. Although such cess i nonregulated businesses, however,

1994 | 26 2% % 26 104 | efforts are somewhat nskier than AGL’s should allay interest-rate concerns assoc-

1995 | 26 26 26 265 105 | traditional distribution activities, the com- ated with the distributaon operations.

1996 | 265 265 265 pany’s know-how suggests that these Oscar L. Vidal September 27, 1996
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1980 | 1981 | 1982 | 1983 | 1984 [ 1985] 1986 | 1987 | 1988 | 1989 | 19590 | 1991 | 1992 [1993 | 1994 |1 995 | 1996 | 1997 | © VALUE LINE PUB, INC | 95-01
3856 | 4572} S211) 4B27| 4600| 3742| 2758 | 2624 | 2297 2163 | 2258 | 2026 | 2043 | 2273 | 2359 1932 | 2191 | 2280 |Revenues per shA 2615
170 1863 150 160 187 169 152 184 190 193 204 207 231 225 224 23 2431 270 |“Cash Flow" per sh 305
78 64 45 78 113 9 83 102 113 95 101 104 113 108 117 133 137 150 {Earnings per sh 8 180
38 42 45 43 54 63 70 80 88 94 98 102 103 104 104 104 106 108 |Div'ds Decl'd per sh = 126
199 245 252 243 295 3ot 330 359 286 265 273 295 274 249 237 217 237 210 | Cap'l Spending per sh 210
626 649 645 637 692 712 759 789 872 883 8971 942 970} 990 | 1019f 1012] 1056{ 1080 |Book Value per sh? 1185
1814| 1814 18531 2307 2664 [ 3112] 3655| 3748 | 4247 | 4340 | 4432 | 4757 | 4860 | 4972 | 5086 5502 | 5570) 5700 |Common Shs Outst'g E 6000
48 59 83 57 47 83 18 115 111 137 142 153 155 179 151 126 138 Avg Ann'{ P/E Ratio 140
64 72 a1 48 4 67 80 7 2 104 105 98 84 106 99 84 86 Relative P/E Ratio 110
102% ] 111% ! 120% | 109% | 101% | 84% | 71% | 68% | 71% | 72% | 68% | 64% | 59% | 54% 5% | 62% | 56% Avg Anr’l Div'd Yield 50%
SAPITAL STRUCTURE as of 9/30/96 10083 | 9835 | 9756| 9387 | 10009 | 9639 | 9946 | 11303 | 11999 | 10630 | 12202 ] 1300 |Revenues (Smi) A 1570
otal Debt $706 5mill Due in 5 Yrs $222 0 mill J -
LT Debt$554 5 mil LT Interest $42 5 mil 292 | 94| 460 421| 456 | 4947554 | 575| 632| 743| 756, 900 [NetProft (Smil) 10
(LT interest earned 3 9x, lotal mterest 460% | 476% | 318% | 276% | 317% | 346% | 316% | 329% | 352% | 369% | 386% | 375% |Income Tax Rate 37.5%
coverage 3 5x) 29% | 40% | 47% | 45% | 46% | 51% | 56% | 51% 53% | 70% | 62% | 69% |NetProfit Margin 70%
494% | 462% | 493% | 479% | 50.2% | 496% | 402% | 405% | 490% | 474% | 46 2% | 465% Long-Term Debt Ratio 47 0%
pases, ‘i?:;ﬂl'f‘;i”é’ rﬁ’;’"f!ég"‘,‘:';fg sl 469% | 503% | 4% | 498% | 478% | 4808% | SB1% | 531% | 458% | 476% | 489% | 490% [Common Equity Rstio | 435%
In 'G5 ' 5909 | 5877 | 7685 7700 | 8319 | 9183 ] 8127 | 9257 [ 11315 [ 11703 | 12013 | 1255 |Total Capital (Smll) 1460
6521 | 7577 8665 | 979110496 | 11416 {12179 [ 12813 | 12974 | 13503 | 14154 | 1475 [Net Plant (Smill) 1650
Ptd Stock $58 S mill  Pfd Div'd $4 4 milt 76% | 90% | 82% | 78% | 76% | 76% | 94% | 86% 75% | 82% | B81%| 85% |% Eamed Total Cap'l 95%
$14 0 mill 4 50%-8 32% cum, callable at 98% [ 125% | 118% [ 105% | 110% | 107% | 114% [ 104% | 110% | 121% | 117% | 130% |% Eamed Net Worth 145%
$101 96-5105 25, $44 5 mill 770% cum 99% | 128% | 120% | 106% | 112% | 108% | 115% | 108% | 113% | 125% | 129% | 145% |% Eamed Com Equity | 15.5%
17% | 28% | 27% 2% 2% 2% | 10% 4% | 30% | 46% | 38% | I5% |% Retanedto Com Eq 45%
Common Stock 35,700,000 shs 8% | 79% | 79% | 98% | 98% | 98% | 9% | 96% | 75% | 66%| 7i%| 76% |%ANDwdstoNetProf | 72%
g‘:&‘iﬁg&e:’fsmo" 129:43 1?3 9/3029: BUSIMESS AGL Rescurces, Inc is a holding company Its pimary  fiscal '96 residential, 40 3%, commercial, 18 6%, industnal, 15 5%,
Other 2678 2163 2805 | Subsidiary s Atlanta Gas Light Co, which disinbutes natural gas to  transportation and other, 25 6% Depreciation rate 3 3% Gas cost
Current Assels 3711 2200 2892 | about 1.4 milon customers in Georgia and southern Tennessee 590% of revenues n fiscal '96 Has about 2,940 employses,
Accts Payable 576 723 737 | Afso mvolved in natural gas and power marketing, energy manage- 16,760 sharehoiders President & CEO Dawid R Jonas In-
Debt Due 110 4 510 1520 | ment services, and wholesale and retall propane sales System  comporated n Georgia Address 303 Peachtree St, NE, Atlanta,
Other 1179 1076 968 | throughput 289 2 Bef in fiscal 96 System throughput breakdown,  GA 30308 Telephone 404-584-9470
Current Liab 285,,9 230.,9 322‘,5 AGL Resources ought to post a natural gas and power marketing,
Fix Chg Cov 250% _288% _280% healthy share-earnings advance in fis- wholesale and retail propane sales. and
ANNUAL RATES Past Past Est'd '94-'96 >, 3 e 4

cal 1997 ... (Years end September 30th )
One dniver for this anticipated rnse mn 1in-
come will likely be meter additions for At-
lanta Gas Light Company, 1ts regulated
gas distribution subsidiary In fiscal 1996,
the utihty’s number of customers 1in-
creased by approxamately 3 1%, versus the
mdustry average of about 1 7%. Over the
next few years, we believe that the dis-
tributor can maintain a 2 5%-to-3 0% cus-
tomer growth rate, given the apparent
strength 1n Atlanta’s economy and various
infrastructural needs Ongoing efforts to
improve efficiency (as measured by opera-
tions and mantenance expense per cus-
tomer and customers served per employee)
should also help the bottom line Weather-
normalization niders in the utility’s rates
ought to provide earmings stabihty and
ease the company’s efforts to earn its au-
thorized return on equity In fact, over the
past three years, Atlanta Gas Light has
exceeded 1ts allowed return

and long-term prospects for AGL’s
nonregulated operations look promis-
ing. Such businesses include wholesale

energy management services. Start-up ex-
penses for some of these ventures will hike-
ly partially offset the aforementioned fiscal
1997 share-net gains Such costs, however,
should be more than recovered in sub-
sequent years This already seems evident
In the case of the gas marketing opera-
tions In fiscal 1996, the marketing umits
reported $31 mlhon 1n net 1income,
providing the major portion of AGL’s year-
to-year earnings-per-share increase By
the year 2000, management expects non-
regulated businesses to account for rough-
ly 25% of the bottom line

AGL’s primary investment menrit lies
in 1ts dividend. Strong operating results
and continued speculation on gas and elec-
tric industry mergers have steadily pushed
this stock’s P/E ratio higher in 1996 Due,
n part, to this price strength, 3- to 5-year
appreciation potential 1s unexciting The
dividend yield, though, holds at about the
mndustry average The Safety rank 1s above
average, malking the 1ssue well-smted for
conservative, income-onented investors
Oscar L Vidal December 27, 1996

(C) Next dwvidend meeting early February

of change {persh) 10 Yrs. 5Yrs to '99-'01
Revenues -5 0% -- 40%
“Cash Flow” 35% 30% 55%
Eamings 30% 55% 70%
Diidends 55% 1 5% 40%
Book Value 35% 25% 30%
Fiacal | QUARTERLY REVENUES (Smill)A | Fuli
Eade [Dec.31 Mar31 Jun30 Sep3o| Fisce
1993 | 3341 4482 1977 1503 [11303
1994 13619 5002 1912 1466 (11999
1995 (3288 4482 1775 1085 {10830
1996 (3288 4788 2411 1715 [i202
1997 (360 520 2585 165 |1300
F’;ncal _ EARNINGS PER SHARE A 8F Fuli
Ends |Dec31 Mar31 Jun30 Sepdo| Fscal

(7993 | 43 8 do7 di7 | 18
1994 50 98 dog’ d2n 117
1995 57 95 03 di1g 133
1996 53 81 06 do4 137
1997 55 85 10 Ni 150
Cak QUARTERLY DIVIDENDS PAID C= Full
endar {Mar31 Jun30 Sep30 Dec 31 Veuar
1992 | 255 26 26 26 104
1993 | 26 26 26 26 104
1994 | 26 26 26 26 104
1995 | 26 26 26 265 105
1996 | 265 265 265 97

(A) Fiscal year ends September a0th

LB) anaréxegs Next egs report due early
ebruary Excl nonrecuring dems ‘84, 37e,

'88, 15¢, '95, d83¢
Factual matenal is obtained from sourg
fidential use of subscnbers Repnntng,

Goes ex mid-February Approx diw'd oayment
dates March 1, June 1, Sept 1, Dec 1
@ Dvidend renvestment plan available
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ANNUAL RATES Past

of change (persh) 10 Yrs 5Yrs to '00-'02
Revenues 5 0% .- 50%
“Cash Flow” 35% 30% 55%
Eamings 3 0% 55% 65%
Dividends 55% 15% 35%
Book Value 35% 25% 35%
FYlsgtr!l QUARTERLY REVENUES ($ mill) A F'i'ull :
Ends |Dec 31 Mar31 Jun30 Sepadg| sce
1994 13619 5002 1912 1466 [11999
1995 (3288 4482 1775 1085 |10630
1996 (3288 4788 2411 1715 |12202
1997 13796 520 255 1704 (1325
1998 1400 550 275 180 {1405
vacal EARNINGS PER SHARE A8 F Full
Engs |Dec31 Mar31 Jun30 Sep3o| Fscal
1994 30 98 d09 d21 117
1995 57 95 03 d19 133
1996 53 81 06 do4 137
1997 53 85 08 dom 145
1998 56 90 09 Nil 155
Cak QUARTERLY DIVIDENDS PAID c= Full
endar |Mar31 Jun30 Sep30 Dec.31| vear
1893 | 26 26 26 26 104
1994 26 26 26 28 104
1995 26 26 26 265 105
1996 265 265 265 27 107
1997 27
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1981 1982 | 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990 {1991 | 1992 (1993 [1994 [ 1995 | 1996 | 1997 | 1998 | © VALUE LINE PUB,INC | 00-02
45721 S211| 4827 4600 3742| 2758| 2624 | 2297 | 2163 | 2258 | 2026 | 2043 | 2273 | 2359 | 1932 | 2191 2355 2465 |Revenues pershA 2915
163 150 160 187 169 152 184 190 193 2041 207 231 225 224 23 249 270| 280 |“Cash Flow” per sh 30
64 45 78 113 k)l 83 102 113 95 101 104 113 108 117 133 137 145 155 | Eamings per sh @ 190
42 45 48 54 83 70 80 .88 94 98 102 103 104 104 104 106 108 1 14 | Div'ds Decl'd per sh ©= 130
245 252 243 295 301 330 359 286 265 273 295 274 249 237 217 237 215 2 20 (Cap'l Spending per sh 225
649 645 6§37 692 712 759 789 872 883 897 942 970 990 | 1019 | 1012 | 1056 1090 11.20|Book Vslue per sh© 12 65
1814 1853 | 2307 | 2664 3112 3655| 3748 4247 ] 4340 | 4432 ] 4757 4869 | 4972 | 5086 | 5502 | 5570 | 5625| 57 00|CommonShs Outst'q £ 5800
59 83 57 47 83 18 1ns 11 137 142 153 155 179 151 126 138 | Bou figires are |Avg Ann’l P/E Ratio 140
72 91 48 44 67 80 7 rd 104 105 98 94 106 9 84 86 ValueiLine Relative P/E Ratio 1.00
N1%] 120% | 109% | 101% | 84%{ 71%| 68% | 71% | 72% | 68% | 64% [ 59% | 54% | 59% | 62% | 56%| “7™° |AvgAnn'l Div'd Yield 50%
S Das SCTURE as of s amy | %35| 9756 | w87 [ 10009 | 9839 | 9946 [ 11303 [ 11999 [ 10630 [ 12202 | 1325 | 1405 |Revenues (smaty4 1690
LT Debt $584 5 mil LT itarent 843 il 394| 460 421 456 494 554 | 575| 632 | 743| 756| 850 900 |NetProt(Smi) 115
(LT inlerest earned 3 9x, total interest 476% | 318% | 276% | 317% | 346% | 316% [ 329% | 352% | 369% | 386% | 375% | 375% |Income Tax Rate 375%
coverage 3 5x) 40%| 47% | 45% | 46% | S51% | S6% | 51% | §3% | 70% | 62% | 64% | 64% |NetProfit Margin: 68%
46.2% | 493% | 479% | 502% | 496% | 402% | 405% | 490% | 474% | 462% | 48.0% | 48.5% |Long-Term Debt Ratio 47 5%
';Eﬂsfs' L{"Ct;f“agieg A’[‘l““a!;g“‘a's fg; ""I‘l' 503% | 48.2% | 498% | 478% | 488% | 581% | 531% | 458% | 476% | 489% | 470% | 475% |Common Equity Rato | 485%
g o bty 34 9mill 96 vs $103 m 5677 7685 | 7700 | 8319 | 9183 | 8127 | 9257 11315 | 11703 | 12013 | 1295 | 1345 |Total Capital (Smil 1520
7577 | 8665 | 9791 [ 10496 | 11416 | 12179 | 12813 | 12974 | 13503 | 14154 1475 | 1530 | Net Plant ($muil) 1700
Pid Stock $58 Smill  Pfd Div'd $4 4 mill 90% | 82% | 78% | 76% | 76% | 94% [ 86% | 75% | 82% | 80%! 85% | 8.5% |% Eamed Totai Cap'l 90%
$14 0 milt 4 50%-8 32% cum , callable at 125% | 118% | 105% | 110% [ 107% | 114% | 104% [ 110% | 121% | 117% | 130% | 130% |% Eamed Net Worth 145%
$10196-$105 25, $44 5 mill 7 70% cum 128% | 120% | 106% | 112% | 108% | 115% | 108% | 113% | 125% | 121% | 140% | 145% |% Eamed Com Equty | 155%
28% | 27% 2% 2% 2% ] 10% 4% | 30% | 46% | 38% | 35% | 35% |% Relaned to Com Eq 45%
Commen Stock 55,867,649 shs 79% | 79% | 98% | 8% | 98% | 91% | 96% | 75% | 66% | 7i%| 76% | 75% |%AlIDw'dstoNetProt | 70%
CUR&E‘-}"-X POSITION 1955 1996 12731196 BUSINESS AGL Resources, Inc s a holding company Its pnmary  fiscal '96 residential, 40 3%, commercial, 18 6%, industral, 15 5%,
8tahS:r ssets 212 ; 238 Z, 40:13 ; subsidhary 1s Atlanta Gas Light Co, which distnbutes natural gas to  transportalion and other, 25 6% Depreciation rate 3 3% Gas cosl
Current Assels 2200 2892 4046 | about 14 milion customers in Georgia and southern Tennessee  590% of revenues in fiscal '96 Has about 2,950 employees,
Accts Payable 723 737 108 7 Also involved in natural gas and power marketing, energy manage- 16,760 shareholders President & CEQ David R Jones In-
Debt Duey 510 1520 1888 | ment services, and wholesale and retal propane sales System  comorated in Georgia Addr 303 Peachtree St, N E, Aflanta, GA
Other 1076 968 1055 | throughput 289 2 Bef In fiscal ‘96 System throughput breakdown, 30308 Tel 404-584-9470 Intemet addr hitp /fwww agtr com
S&"g:;l"ézv gggwg ggg,,/s ggg.,? We have trimmed AGL Resources’ fis- $0 06 a share Despite the aforementioned

cal 1997 share-earnings estimate by a
nickel. (Year ends September 30, 1997)
This stems partly from higher-than-
expected operating expenses 1 the fiscal
1997 first quarter that resulted in share
net a few pennies below our expectation
Also, temperatures have remained warmer
than normal through the end of February,
1997 This 18 not much of a concern for
AGL’s gas-distmbution segment, since 1its
rates contain weather-normalization ad-
justment niders. The climate, though, wall
lhikely have an effect on earmings from the
company’s nonregulated 35%  Sonat
Marketing joint venture, which 1s engaged
1mn wholesale gas marketing

AGL’s nonregulated efforts should ac-
count for the bulk of share-net ad-
vances in fiscal 1998 and beyond. Man-
agement recently announced the acqusi-
tion of Jordan Gas Propane Companies, ef-
fective February 1, 1997. This deal essen-
tially triples AGL’s propane sales volumes,
malkang 1t the 30th largest propane distn-
bution company 1n the nation As a result,
we expect this segment’s total bottom-line
contribution to tniple as well, to almost

weather effects on gas marketing opera-
tions, we still anticipate .solid 1ncome
streams going forward in this area AGL’s
fledgling retail energy business has al-
ready shown some profitability All told,
the company 1s shooting for about a 25%
contribution to earmings from the nonregu-
lated operations by the year 2000, versus
5% 1n fiscal 1996 .

These shares are best suited for
income-oriented investors. AGL’s non-
regulated opportunmities will likely serve as
a welcome complement to 1its solid, regu-
lated distnbution operations Healthy eco-
nomic conditions 1n Atlanta should allow
the utility to maintain its above-industry-
average customer growth The lack of posi-
tive price and earnings momentum of late
are primary factors behind this stock’s un-
favorable Timeliness rank. Three- to five-
year appreciation potential 1s also subpar
This 1ssue’s prunary investment merit lies
1 1ts dividend. The yeld 1s currently at
5 6%, shghtly mgher than the natural gas
distribution 1industry average, and we are
projecting modest growth in the payout
Oscar L Vidal March 28, 1997

(A} Fiscal year ends September 30th

(B) Prmary egs Next egs report due early
May Excl nonrecurnng tems '84, 37¢, ‘88,
15¢, '95, d83¢

Factual matenal 1s abtained from sourc
fidential use of subscnbers Reprinting,

{C) Next dvidend meeting about early May
Goes ex mid-May Approx dwv'd payment
dates March 1, June 1, Sept 1, Dec 1

B Dividend reinvestment pian available
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11%4 120% | 109% | 101% | 84% | 71% | 68% | 71% | 7.2% | 68% | 64% | 59% | 54% | 59% | 62% | 56% | covmares Avg An’l Div'd Yield 50%
%gl'g‘etf;;;‘;?r}]’f aa ol :’;’}’fgs 1830mi | 9835 | 9756 | 938710009 | 9639 | 9946 11303 | 11999 | 10830 | 12202 | 1300| 1375 |Revenues (smil) A 1650
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vt 462% | 493% 1 479% | 502% | 496% | 402% [ 405% | 490% | 47 4% | 462% | 470% | 475% Long-Term Debt Ratio 47 5%
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In 'g5 ¥ v 5877 7685 | 7700 | 8319 9183 | 8127 | 9257 [ 11315 | 11703 | 1201 3 1380 | 1365 | Total Capitel ($mill) 1540
7577 | 8665 | 9791 110496 | 11416 [ 12179 | 12813 | 12974 | 13503 | 14154 1460 | 1505 | Net Plant ($mill) 1650 |,
Ptd Stock $58 Smill * Pfd Div'd 34 4 milt 90% | 82% | 78% | 76% | 76% | 94% | 86% | 75% | B2% | 80% | 80%| B85% |%Eamed Total Cap'l 90%
$14 0 mill 4 50%-8 32% cum , callable at 125% | 118% | 105% [ 110% | 107% | 114% [ 104% | 110% | 121% { 117% | 12.0% | 130% |% Earned Net Worth 14 0%
$10196-$105 25, 544 5 mill 770% cum 128% | 120% | 106% | 112% | 108% | 115% | 108% | 113% | 125% | 121% | 140% | 145% |% Eamed Com Equity | .155%
28% | 27% 2% 2% 2% | 10% 4% | 30% | 46% | 38%| 35% | 35% |% Retamedto Com Eq 45%
Common Stock 56,059,806 shs T9% | 79% | 98% | 98% | 8% | 91% | 96% | 75% | 6% | 71%| 76% | 75% (% ANODw'dstoNetProf | 71% -
gl;z??‘Eg—:‘)eZOS‘mON 1939§ 1989; 3,31;9; BUSINESS AGL Resources, Inc Is a holding company its prmary  breakdown, fiscat '96 residential, 40 3%, commercial, 18 6%, -
Other 2163 2805 3050 subsidiary 1s Atlanta Gas Light Co, which distributes natural gasto . dustnai, 15 5%, transportation and other, 25 6% Depreciation rate
Current Assets 2200 2892 “aia7 | More than 14 million cuslomers in Georgia and southem Tennes-  33% Gas cost 59 0% of revenues In fiscal '96 Has about 2,950
Accts Payable _ ' "723 737 586 | See Also involved i natural gas and power marketing, energy  employees, 16,760 shareholders Pres & CEO David R Jones
Debt Due - 510 1520 1130 | management services, and wholesale and retall propans sales Incorporated in Georgia Addr 303 Peachtree St, N E, Allania,
Other 1076 968 _1366 | System throughput 2892 Bcf in fiscal '96 System throughput  GA 30308 Tel 404-584-9470 Intemet addr hitp /www aglr com
Current Liab T 2309 3225 3082 q E
Fix Chg. Cov 288% 280%  291% AGL Resources is on track to meet Apr], Georgia enacted “The Natural Gas

ANNUAL RATES Paat 5 e | our fiscal 1997 and 1998 share- Competition and Deregulation Act” The
of change {per sh) 0% 5?;' Es:oqog«'to-zss earnings estimates of $1.45 and $1.55, law provides AGL the option to open 1its

Revenues- ©1-50% --  45% | respectively. (Years end September gas system to competition That 1s expect-
“Cash Flow” - . 35:/, 30%  55% | 30th ) A sigmificant driver of this should be ed to lead to unregulated sales op-
Eﬁ,,":;;‘,?is ’ 5 g“ﬁ: ?g",/z g§57 above-industry-average meter additions. portunities for gas marketers, including
Book Value '35% 25% 35% | Customer growth ought to hold close to the company’s own Energy Spring subsidi-
Fiscal ARTERLY FE x this pace going forward, considering the ary The Georgia Public Service Commus-
EYEEE Dgg 3 Mtt.ﬁvs.lrtxl:f:siésn;ﬂ"), 30 Fss%‘ favorable economic conditions 1n Atlanta sion, AGL’s regulatory body, has yet to

1994 |19 5002 1972 1465 177996 Nonregulated efforts’ contributiqns.to complete the rulemaking process neces-
1995 (188 4482 1775 ‘1085 |10830 share-m;t advances should steadily in- sary to implement the new law AGL .s
1996 13288 4788 2411 {715 [j2002 | Crease in the pull to 2000-2002. Over currently adopting a “wait and see” att-
1997 (3796 4967 -250 1737 (1300 | the next five years, AGL 1s looking for a tude as the new rules evolve to determine
1998 |405 525 265 180 (1375 | 25% contnbution to total earmings here how the act would affect the company
EARNINGS PER SHAREA B F Fan | (versus 5% in fiscal 1996) The recently AGL wall probably elect whether or not to
Year |pec3y Mar31 Jun.dg Sep.30 FYiseal announced acquisition of Capital Fuels unbundle its system sometime 1n calendar
984 | 50 98 - 1"‘1’; Inc, a small retail propane distributor, 1998 We suspect that the new regulations
1995 57 95 03 419 | y33| complements last February’s purchase of will be a plus for the company’s profits in
19% ( 53 81°' 068 d04 | 137| Jordan Gas Propane Companies We ex- time

1997 53 88 05 dot 145| pect propane operations to contribute This issue is well-suited for conserva-
1998 57 Ead 05 dot 155| roughly $0 06 a share to income annually tive, income-oriented investors. The
Cal- | QUARTERLY DIVIDENDS PAID c= Moreover, AGL's 35% Sonat Marketing dividend yield remains slightly above the
endar {Mar31 Jun30 Sep.30 Dec 31 Year | JOINt venture has become the eighth- gas distribution industry average Fur-
1993 | 26 26 2 26 | i04] largest wholesale gas marketer 1 the thermore, we believe that AGLs nonregu-
1994 | 26 ° 26 26 26 104 | United States. lated businesses serve as a good partner to
1995 | 26 6 % 25 | 1g5| Potential unbundling of AGL’s utility sohd utihity assets, permitting good earn-
1996 | 265 265 265 7 107| operations may provide further non- 1ngs and dividend growth

o e
n
@
E

s 1997 | 27 & regulated business opportunities. Last Oscar I Vidal June 27, 1997
L (A} Fiscal year ends Seplember 30th [(C) Next dwidend meetng about early Aug (D) Inc! def'd chgs '96 361 2 mill, $1 10/sh Company’s Financial Strength * B+
(B} Primary 898 C’:f::‘ e?;"ggpg&dg? early | Goes ex mid-Aug Approx dw'd payment gE) In millions, adjusted for stock spiits Stocl‘()’s gnce Stability 9 g5
Aug Excl nonre 9 » 97¢, 88, dates March 1, June 1, Sept 1, Dec 1 F) Quarters may not add to total due to Price Growth Persistence 35
15¢, '35, d83¢ 8 Dwvidend reinvestment plan available change in shares outstanding Earnings Predictability 85
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" ' 7 recession
s % ﬂﬁ mgg shares. 40 AT T I
st 12077 11005 _szoso | 2o _ 20 il ittt e p et e Optians: None
198119821983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990 | 1991 1992 11993 | 1994 {1995 | 1996 | 1997 | 1998 © VALUE LINE PUB., INC. J00-02
45721 5211 4827 4600| 3742) 2758| 2624 | 297| 2163 | 2258 2026 ( 2043 | 2273 | 2359 ( 1932 2191] 235 23 30 | Revenues per sh A 27 65
163 150 160 187 169 152 184 190 193] 24| 207 231 2.25 224 233) 249 265 | 280 "Cash Flow” per sh 325
64 45 78 113 ]| a3 102 113 95 101 104 113 108 117 13 137 140 155 Earmings per sh ® 1.90
42 45 48 54 63 70 80 88 %4 98 102 103 104 104 104 106 108 114 {Dv'ds Deci'd per sh C= 130
245 252 243 295 301 330 359 286 268 273 2895 274 249 237 2171 237 230] 200 Cap'l Spending per sh 215
649 645 637 6% 712 759 789 872 883 897 942 970 990 | 1019 | 1012 | 1056 | 1075| 1105 Book Value per sh © 1260
1814 1853 2307| 2664 | 3112| 3655] 3748| 4247 | 4340 | 432 4757 | 4869 | 4972 | 5086 | 5502 | 5570 | 5700 5800 Common Shs Outst'qE | 5940
59 83 57 47 83 118 15 111 137 142 153 155 179 151 126 138 { Boid figures are |Avg Ann'l PJE Ratio 140
2 91 48 4 67 80 7 92 104 105 98 94 106 99 84 86 Value|Line Relative P/E Ratio 100
H1%( 120% | 109% { 101% | 84%{ 71% | 68% | 71% | 72% 68% | 64% [ 59% | 54% | 59% 62% | 56% estimatas Avg Ann'l Div'd Yield 49%
%ﬁ;’&iggﬁwﬁ‘; Sf;:fl:?‘\)r?s-ls tos0mi | %35| 9756 938710009 | 9639 | 946 (11303 | 11999 | 10630 | 12202 | 1275 | 1350 |Revenues (Sl A 1630
LTDebt$584 5 mil LT Inferest 343 8 i 94| 460 42| 456| 494 | S54| 55| 632| 743| 756) 850| 850 |NetProfitSmi) 115
(LT mterest eamed 3 Bx, lotal nierest 476% | 318% | 276% | 317% | 346% | 316% | 329% | 52% | 369% | 386% | 380% | 3&0% |income Tar Raie B.0%
coverage 3 4x) 40% | 47% | 45% | 46% | S1% | 56% | 51% | 53% | 70%| 62% | 67%| 70% INet Profit Margin 7.1%
462% | 493% | 479% | 502% | 496% | 402% | 405% | 490% | 474% | 462% 470% | 475% |Long-Term Debt Ratio 47.0%
k::ﬁ:ﬁ?:;ﬁ't‘;‘mi ’l\:"glga{l;eg‘j‘; ﬁfﬂs mik 503% | 482% | 498% | 478% | 488% | 58 1% | 531% | 458% | 476% | 489% | 445% | 470% |Common Equity Ratio | 48 0%
In 95 5877 | 7685 | 7700 8319 9183 | 8127 | 9257 | 11315 | 11703 | 12013 | 1380 1365 | Total Capital ($mull) 1550
7577 | 8665 9791 | 10496 | 11416 {12179 [ 12813 12974 | 13503 | 14154 1470 | 1510 |Net Plant {$mill) 1650
Pfd Stock $118 8 mill  Pfd Div'd $10 5 mul} 90% | 82% | 78% | 76% | 76% | 94% | 86% | 75% 82% | 80% | 75% | 85% |% Eamed Total Cap1 90%
$74 3mil 8 17% subsidiary abligated mandaterly | 12.5% | 118% | 105% | 110% | 107% | 114% 104% [110% | 121% | 117% | 115% | 130% |% Eamed Net Worth 140%
redeemable pfd secs, $44'5 mil 7 70% cum 128% | 120% | 106% | 11.2% | 108% | 115% | 108% [ 113% | 125% | 121% | 135% | 145% |% Eamed Com Equty | 155%
28% | 27% 2% 2% 2% | 10% 4% | 30% 46% | 38% | 30%| 35% [% Retanedto Com Eq 45%
Comman Stack 56,436,402 shs W | 7% | 8% | 98% | 9% | 9% | %% | 75% | 66% | 7% 79%| 75% |%ANDwdstoNetProf | 70%
cuf‘sﬁ'ﬂ POSITION 1995 1996 6/30/97 BUSINESS AGL Resources, Inc s a holding company Its pnmary  breakdown, fiscal ‘96 residential, 40 3%, commercial, 18.6%, in-
Sﬂ;sgrAssets 212 g 28(8) ; ng "13 subsidiary 15 Allanta Gas Light Co , which distributes natural gas to  dustnal, 15 5%, transportation and other, 25 6% Depreciation rate
Current Assels 2200 2892 2694 ( more than 14 millon customers in Georgia and southern Tennes- 3 3% Gas cost 59 0% of revenues in fiscal ‘96 Has about 2,950
Accts Payable 723 737 657 | see Also nvolved m natural gas and power marketing, energy employees, 16,760 shareholders Pres & CEQ David R Jones
Debt Due 510 1520 33 5 | management services, and wholesale and retall propane sales  Incorporated in Georgia Addr 303 Peachiree St, NE, Atlanta,
Other 107 6 968 _1252( System throughput 2892 Bcf in fiscal '96 System throughput ~ GA 30308 Tel 404-584-9470 Intemet addr http/iwww agir com
gl;"gz:"ggv ggg,,? ggg,/s 22824":1 We expect continued share-earnings ought to result 1in nonregulated sales op-
= — =24 advances for AGL Resources through portumties for gas marketers, such as the
Qmm%pz‘gfs 1:an; ;’;’;‘ Estud,ug_‘,‘&zgs fiscal 1998 (ends September 30th). The company’s Energy Spnng unit At this
Revenues -5 0% --  40% | company’s utihty operations remain solid point, with rulemaking still pending to im-
““Cash Flow” 35% 30% 55% The bottom hne should be helped along by plement the act, the Jjury 1s out with
S;”}gggs ggf;/" fg:f’ ggz/"’ above industry average customer growth regard to the bottom-line benefits for AGL
Book Value 35% 25% 35% | at about a 2% to 3% clip We beheve that Nonetheless, the company 1s ultimately
Fiscal | QUARTERLY REVENUES S mil] A | Ful this rate of meter additions 1s sustaimnable seeking a 25% nonregulated contmbution
Year |no s Mar3! Jun30 Sepap| Fiscal| 1 hght of healthy economic trends in At- to total earnings over the next five years,
Ends d Year | 1anta  Furthermore, the gas distributor versus 5% in fiscal 1996.
:ggg gggg iggg }%g }ggg }(1)223 seems to have a good handle on 1its operat- AGL strengthened its balan(_:e sheet
1996 (3288 4788 24171 1715 |i2002 | 1€ expenses . somewhat with the June issue of
1997 (3796 4967 2167 182 |1275 | The nonregulated businesses are apt nearly ;375 mulion in hybrid preferred
1998 (400 525 230 195 |1350 | to provide a considerable boost to in- securities. The company ultimately
Fiscal | EARNINGS PER SHAREABF Ful | come per share. Acquisitions earlier this wants to call all of its other remaining
g:g; Dec 31 Mar.31 Jun30 Sep30 FYnscal year have enabled AGL’s wholesale and preferred shares, leading to a lower after-
1094 5 ® 09377 f?; retall propane operations to become the tax cost of capital )
1595 57 g5 03 419 | 133 30th largest nationwide We expect annual This issue 1s appropriate for conser-
1986 53 8 06 dod4 | 1a7| Share net from this segment of a lttle vative, total-return-oriented accounts.
1997 53 88 03 d.04 | 14p| more than a mickel. The retail marketing The dividend yield exceeds the gas distn-
1998 57 94 05 dot 155| subsidiary formed 1n July, 1996 1s well on bution industry mean by about a percent-
Cal- | QUARTERLY DIVIDENDS PAID Ca un | 1ts way and making significant profit con- age powmt. Also, 3- to 5-year appreciation
endar |Mar31 Jun30 Sep30 Dec3i| Year | tT2butions. Management 1s currently“ ex- potential 1s a it above average As a re-
1933 | 26 % %6 % T04 plonng 1ts options with respect to “The sult, this stock provides a worthwhile
1994 | 26 26 26 26 104 | Natural Gas Competition and Deregula- projected total return over the pull to
1905 | 26 25 % 265 105 | ton Act” recently passed in Georgia Un- 2000-2002. Risk 1s limited as well, judging
1996 | 265 265 265 o7 107 | der the new law, AGL wll have the option from the Safety rank of 2 (Above Average).
1997 | 27 27 27 to open 1its gas system to competition This Oscar L Vidal September 26, 1997
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1981 ] 1982[ 1983 1984 | 1985 | 1986 | 1987 1088 [ 1989 | 1990 1991 [1992 [ 1993 | 1994 | 1995 1996 | 1997 | 1998 | ©VALUE LINE PUB, INC. |00-02
4572 | s211| 4827| 4600| 3742 2758 2624 2297 2163 | 22058 | 2026 | 2043 | 2273 [~2359 | 1932| 2191 2275 | 2385 |Revenues per shA 2800
163 150 160 187 1869 152 184 ' 190 193 204| 207 23 225 224 2.33 249 255 255 {“Cash Flow" persh 310
64 45 78] 113 9 83| 102] 113 g5| (01| 104f 193] 108) 117 133| 137 137] 130 Eamingspersh® 170
42 45 48 54 83 70 80 88 94 98 102 103 104 104 104 1 06 108 108 |Div'ds Decl'd per sh C= 115
245 252 243 295 301 330 359 | 286 285 273 295 274 249 23 217 237 260 210 |Cap’l Spending per sh 215
649 645 637 692 712 759 789 872 883 897 942 970 950 | 1019 | 1012| 1056 | 1100 1130 )Book Value persh® 1285
1814| 18531 2307| 2664 ai12] 3655] 3748 | 42 37| 4340 4432 | 4757 | 4869 | 4972 [ 5086 | 5502 5570 56 60| 5700 |Common Shs Outst'g € 5900
59 83 57 47 83 18 115 11 137 142 153 155 179 151 126 138 138 Avg Ann'l PfE Ratie 145
72 91 48 44 67 80 77 92 104 105 98 94 106 99 84 , 86 791 Relative P/E Ratio 105
111% ] 120% | 109% | 101% ] 84% | 71%| 68% | 7 1% | 72% | 68% | 64% | 59% | 54% | 59% 62% | 56% | 57% Avg Ann'l Dw'd Yield . 48%
CAPITAL STRUCTURE as of 6/30/37 o835 | 9756 | 9387 | 10009 | 9639 | 9946 | 11303 | 11999 | 10630 | 12202 | 12876 | 1360 | Revenues (Smil) & 1650
ToalDebt Soig 0mil DuenSYrs$1040m | go4 | spo| a2i] 56| 494] 84| §o| e2| 1| 166l 7osl 740 Nel ol Sl 100
(LT nterest eamed 3 x, total mterest T% | 31 0% | 216% | 317% | H6% | 316% | 2% | H2% | 9% | 8% | 380% [ 380% lIncome Tax Rate 38 0%
coverage 3 4x) 40% | 47% | 45% ) 46% | 51% | 56% | 51% 53% | 70% | 62% | 59% | 54% (NetProfit Margin 61%
- 462% | 493% | 479% | 502% | 496% | 402% | 405% 490% | 474% | 462% | 485% | 485% |Long-Term Debt Ratio 470%
Leases, Uncapitalized Annual rentais $6 1 mil 509% | 48.2% | 498% | 478% | 488% | 5B1% | 531% | 458% | 476% | 489% | 460% | 46 0% |Common Equily Ratio | 48 0%
Pensian Liabilty None i 96 vs $49 mil w377 Tea S| 77007 8319 | 9183 | 8727 | $257 | 11315 | 11703 | 12013 | 1355 | 1395 | Tatal Capilal (Sml] 7575
n 7577 | 8665 | 9791 | 10496 [ 11416 | 12179 | 12813 1297 4 | 13503 | 14154 | 1495 [ 1560 | Net Plant ($mull) 1650
Ptd Stock $118 8 mil  Pfd Div'd $10 5 mil q0% | 82% | 78% | 76% ) 76% | 94% | 86% | 75% | 82% | 80% | 75%| 70% |% Eamed Total Cap'l 90%
| ’IE),F $74 3mill 8 17% subsidiary obligated mandatorily 125% | 118% | 105% | 110% |'107% | 114% | 104% 190% | 121% | 117% | 115% | 110% |% Earned Net Worth 125%
“'\@ redeemable pfd secs , $44 5 mill 7 70% cum 128% | 120% | 106% | 112% | 108% | 115% | 108% | 113% | 125% | 121% | 125% | 115% |%Earned ComEquty | 130%
= - - 28% | 27% 2% 2% 2% | 10% % | 30% | 46% | 36%| 25%| 20% |% RetamedtoComEq 40%
Comman Stock 56,456,402 shs oo | 7ow | omw | 9% | 98% | 1% | 98% | 75% | 66% | 7% | 79%| 83% % AIDwdstoNetProf | 68%
CURSRMEIELNJ POSITION 1995 1996 6/30/97 BUSINESS AGL Resources, Inc 1s a holding company Its princi- bidfion cu ft Throughput breakdown residential, 40%, commercial,
Cash Assels 37 87 43| Jal subsidiary s Adanta Gas Light Co, a regulated distributor of - 19%, mdusinial, 15%, transportation and other, 26% Cost of gas
Other ' 2163 2805 2651 ; tural gas to more than 14 million éuslomers in Georgla and  sold 590% of revenues Has about 2,950 employees, 16,760
gu;:n; Assbeils ngg zgg‘; 222; rs‘zul;;;rr? Tennessee Also engaged m nonregulated natural gas  shareholders Pres & Ch Exec Off Dav;d R Jones Incr;rpor'ated
D‘ébt D&ya e 510 1520 335 | and power marketing, energy management services, and wholesale i Georgia Address 303 Peachiree St, N E, Atlanta, GA 30308
Other ' 107 6 968 1252 | and retall propane sales Fiscal 1996 gas system throughput, 289 Telephone 404-584-8470 Intemet addr http #www aglr com
Current Liab 2309 325 2244 TART Resources’_share earnings may apt to dip this year and AGL developing a
Fix Chg Cov 288% 280% 280% ) jave peaked in fiscal 1997 (ended Sep- nonregulated business that might have
gr::aUAL R,‘:I)Es 1';%?; 5”35‘ Es:'d.dg_?a;gﬁ tember 30th). While most other gas- unseen pitfalls, directors may have no lat-
Revenrgﬁé’;e -5 0% " 045% utility - stocks have gamned support 1in the tude to raise the dividend And keeping
iChaehFlow”  ~ 35% 30% 45% | past year because of lower interest rates the dividend level this year will support
: Eamings. 30%  s5% 60% | and aggressive participation 1n_nonregu- management’s efforts to lower the payout
; gi)vt;kegaﬁ,e 35% o2s5% 359 lated natural gas marketing, AGL shares ’r_atlo to a more comfortable range of SQ%-
. Frocal | QUARTERLY REVENUES (smil) A | Full have lost a hittle ground. The problem here 70% The stock’s recent price sets the divi-
' Year |poc 31 Mar31 Jun 3(() ";e) a0 Fiscal) 18 that while this holding company 1s also dend yleld _about " 15 percentage powts
: Ends - P3| Year | joyming the fray in gas marketing, 1t will above ‘the gas-utihty average and takes
' gg‘; gg;g igg% }?,;g }ggg }aggg need perhaps a year or so to prepare the into account the probable absence of a
' RE R S I8 190 nonhhty submdinry to mect the compet Jysher tuarten pRONLIY ooy fake
1997 |3796 4987 2167 1946 |12876 tive 1ncursions by other marketers and be- 1 e pt y t AGLY L
1038 |400 520 230 210 |q30 | gim @ program of unbundled services. few years to attain. , 1n e
Fracal | - EARNINGS PER SHARE AB F = | Overall, since the offort 1n fiscal 1998 will meantime, might be willing to resume div-
Year {pec31 Mar3i Jun3do Sepa3o| Fiscal| mean additional costs that won’t be fully idend increases in 1999 as long as they lag
| Ends | Year | Lo.overable, AGL’s share earnings may the company’s renewed earmings upturn
fesd - 3 % dnda 71 settle back a hittle this year that we project. The utihity’s financial re-
1995 | 2 o Boglo) 138 This untimely stock continues to be a sults will provide the benchmark for nsing
199 | 53 8106 dos | a7} 2 WS MEARCY ding for income. The diidends These regulated profits should
1997 53 88 03  do7 | 137| good-quality holding .for income. e dividends se_regula p s <
' 1998 52 85 01 do3 | 130| gas utihity, which will face much less busi- benefit from Georgia’s pending rateé-
cal QUARTERLY DIVIDENDS PAID Cu ness risk than the marketers, should con- making incentives and may grow by about
endar |Mar31 Jun30 Sep30 Dec 31 5:;', tinue to add modestly to last year’s profits twice the inflation rate If so, AGLs divi-
1993 | 26 26 % o6 14| 1B fscal 1998 This prospect assumes dend may advance by 15%-2 0% annually,
1994 | 260 26 % 26 104 | normal weather condltxonsdm tgihGetqrgxla \évhlgh would i%)reflzty muctm mtﬁtCh the dltwé
1895 | 26 26 26 265 105 | service area and continued gro o e dend prospects for most other regulate
1006 | 265 265 265 g7 107 | gas distributor’s customer rolls at a 25%- gas distnmbutors
*g 1997 | 27 a7 27 3 0% annual rate. But with overall profits Gerald Holizman December 26, 1997
(A) Fiscal year ends September 3Qth (C) Next dvidend meeting about early Feb D) Inci def'd chgs '96 $61 2 mil-, $1 10/sh Company's Financial Strength B+
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loSel 35 a2 g |Sheres 30 i T ) T T T 3yr 424 1075
Hid's(000) 12725 12099 14085 [ T TR T [T T R e | T N G R Syr 324. 1547
1982119831984 [ 1985|1986 | 1987 1988 | 1989 | 1990 | 1991 [ 1992 1993 | 1994 [1995 | 1996 {1997 | 1998 | 1999 | ©VALUE LINEPUB, INC [01-03
5211 4827| 4600 3742 2758 2624| 2297} 2163 2258 | 2026 | 2043 | 2273 | 2359 | 1932 | 2191 2275| 2375| 2485 |Revenues persh A 28 50
150 160 187 169 152 184 190 193 204 207 231 225 224 233 249 242 245 2 50 |"Cash Flow” per sh 320
45 78 113 91 83 102 113 95 101 104 113 108 117 133 137 137 125 140 |Earnings per sh 8 170
45 48 54 63 70 80 88 94 98 102 103 104 104 104 106 108 108 108 |Dw'ds Decl'dpersh Ca | 115
252 243 295 301 330 353 286 265 273 295 274 249 237 217 237 259 250 250 |Cap'l Spending per sh 250
645 637 692 712 758 789 872 883 897 942 970 990 | 1013 | 1012 | 1056 | 1099 | 7130 1170 |Book Value persh P 1375
1853 | 2307 | 2664| 3112 | 3655| 3748| 4247 | 4340 | 4432 | 4157 | 4869 | 4972 | 5086 | 5502 | 5570 | 3660 5725| 5800 |Common Shs Outst'g E | 5950
83 57 47 83 118 15 i 137 142 153 155 179 151 126 138 147 | Bold fighres are |Avg Ann’l PIE Ratio 145
91 48 44 67 80 77 92 104 105 98 94 106 99 84 86 83 Value| Line Relative P/E Ratio 105
120% ] 109%  101% | 84% | 71% | 68% | 71% | 72% | 68% | 64% | 59% | 54% | 59% | 62% | 56% | 54% | " |AvgAnn'l Dw'd Yield 47%
CAPITAL STRUCTURE as of 12/31/97 9756 | 9387 10009 | 9639 | 9946 | 11303 | 11999 | 10630 | 12202 | 12876 1360 1440 | Revenues ($mill) A 1700
Total Debt 3810 5 mill  Due in 5 Yrs $265 0 mill 460 | 421 456| 494| 554 S75| 632| 7434 756 766| 710! 795 |NetProfit (Smill) 100
LT Debt SE6Q 0 mil LT Interest $43 0 mi T18% | 276% | 31 7% | 34 6% | 316% | 329% | 352% |36 9% | 386% | 379% | 375% | 375% |Incame Tax Rate 37 0%
(fotal interest coverage 3 4x) 47% | 45% | 46% | 51% | 56% | 51% | 5% | 70% | 62% | 5% | 52%| 55% [NetProht Margin 59%
Leases, Uncapitalized Annual rentals $6 1 mil 393% | 47 9% | 502% | 496% | 402% | 405% | 490% | 47 4% | 462% | 487% | 480% | 480% |Long-Term Debt Ratio | 44 0%
Pension Liability None 4890% | 498% | 478% | 488% | 581% | 531% | 458% | 476% | 489% | 459% | 460% | 470% [Common Equity Ratio 48 0%
7685 7700 [ 8319 9183 | 8127 | 9257 | 11315 [ 11703 | 12013 | 1356 4 1380 | 1455 | Total Capital {$mull) 1670
Pfd Stock §118 8 mit _ Ptd Div'd $10 5 mil 9665 | 9791 | 10408 | 11415 | 12179 | 12813 | 12874 {13503 | 14154 | 12956 | 1550| 1670 |Net Plant (Smul) , 1800
$74 3 mill 8 17% subsidiary obligated mandatonty 5 S ™ o o o 3 o o v o % [Return on Total Ca 75%
redeemable pfd secs,$445m|ll 7 70% cum 82% 78% 7 6% 76% 4% 86% 75% 82% 8 0% 73% 70% 75% |Retu p s o
118% | 105% | 110% | 107% | 114% | 104% | 110% | 121% | 117% | 110% | 105% | 115% |Returnon Shr Equity 12 0%
Common Stock 56,456,402 shs 120% | 106% | 112% | 108% | 115% | 108% | 113% | 1235% | 121% | 113% | 110% | 115% |Returnon Com Equity 12 0%
27% 2% 2% 2% | 10% 4% | 30% | 46% | 38% (| 32% | 15% | 25% |Retanedto ComEq 40%
MARKET CAP $11 bilkon (Mid Cap) 79% | 98% | 98% | 98% | 1% | 96% | 75% | 66% | 71% | 74%| 6% 78% |AllDivds toNetProf 68%
Cu?sﬁh;]:'m POSITION 1986 1987 12731/87 BUSINESS AGL Resources, Inc 1s a holding company Its princt  billion cu ft Throughput breakdown residential, 36%, commercial,
Cash Assets 87 48 79 | pal subsidary 1s Atlanta Gas Light Co, a regulated distnbutor of  16%, mndustnal, 12%, transportation and other, 36% ' Has about
Other 2805 2879 4008 | nawral gas to more than 14 milion customers in Georgia ana 2,985 employees, 16,760 shareholders Chawman David B Jones
Current Assets 2892 2927 4087 goythern Tennessee Also engaged in nonregulated natural gas Pres & Ch Exec Off Waller M Higgins Incorporated in Georgia
ScclsDPayable 737 851 - 966 | ang powsr markeung, energy management services, and wholesale  Address 303 Peachtree St, NE, Allanta, GA 30308 Telephone
O?rl\)e(r ue 13?33 1333 ﬁgg and retail propane sales Fiscal 1997 gas system throughput, 280  404-584-9470 Internet addr http /lwww agir com
Current Liab 3225 2434 3576 | AGL Resources seeks to adapt itself to a more reliable coverage of fixed capi-
Fix Chg Cov 330% 311%  293% | 4 competitive market. The utility sub- tal costs. AGL hopes to set a higher mim-
ANNUAL RATES  Past Past Est'd'95-97| sidiary, Atlanta Gas Light (AGL), 1s pre- mum monthly charge for 1its transport
gcmnge\pe’sm 10;'2:,/ S¥is mgBE} panng for a time (which maght only be a service Such an increase would help the
“Cash Fow" 539 o9sw igv | few years away) when nonregulated utility compensate for a dimmished gas
Eamings 40% 50%  40% marketers will pretty much domunate the flow during long spells of mild winter
Diidends 40% 10%  15% | husimess of arranging to obtain natural weather and would improve the its cash
Book Value 35% 25% 45% - =
gas supplies for all comers Right now that stream during the summer off-season __
Fiscal | QUARTEALYREVENUESSmil)» | Pull b\ oh 45 stall largely the utihity’'s But the The dividend seems secure, but it
Ends_|Dec 31 Mardt Jun30 Sep30| Year | marketers are gradually gaiming ground in won’t likely be raised for a while.
1995 (3288 4482 1775 1085 [10630| Georgia, and AGL sees 1itself in the future Earmings of AGL Resources for fiscal 1998
1996 13288 4788 2411 1715 11202 | a5 only a transporter of gas supples, not a (ends September 30th) may recede a little
1997 13796 4967 2167 1946 (12876 | merchant Since the utihity may profit only because of management's efforts to ready
1998 14023 520 230 2077 1360 | o gg capital investment mn plant, it 15 as- the company for the competitive playing
1999 1425 550 245 220 |1440 king the state to approve a new incentive field Subsidiares are engaged 1n the
Rigcal |  EARNINGSPERSHAREASF | Full | 1ate’ design that gwes the gas system a marketing of fuel and allied services In
Ends |Dec 31 Mar31 Jun30 Sep30) vear | hetter earning potential 1n the changing all, they are turming a small profit, though
1995 57 % 03 di9°| 133| market structure The proposed tanffs most of it, at this juncture, seems to be
1336 53 B 06 d04 | 137| would be based on a return on common coming from the sale of propane As for the
}997 53 88 03 do7 | 137 equity of, say, 115%- 12 0%, with AGL pnincipal utility business, AGL sees a dip
998 45 85 02 do7 125
1999 55 48 04 do7 | 10| permutted to exceed the state-ordered ben- 1n system earmings thus year due to lower
z chmark by operating the gas system with gas consumption per customer, reflecting
Cal- | QUARTERLYDIVIDENDSPAIDC« | Fun increasing effictency The excess profits end-user conservation The pending rate
endar |Mard1 Jun30 Sepd0 Dec3i| Year| 1119 be shared, perhaps 50-50, with design should help to compensate for this
1993 56 25 26 26 104 ratepayers as billing credits, which would problem In the meantime, there will be a
}ggg Eg gg ‘gg 325 }gg effectively give AGL a competitive edge cap on the d1v1dem’i, which 1s factored into
1996 | 265 265 265 o7 107 | over the local electric company this untimely stock’s generous yield
1997 | 27 7 27 27 The proposed tariffs would also allow Gerald Holtzman March 27, 1998
(A) Fiscal year ends September 30th (C) Mext dividend meeting about early May (D) incl def'zd’cngs '97 72 4 mill, 33 28/sh Company's Financial Strength B+
(B) Diluted eearmings per share Next egs Goes ex mid-May Approx div'd payment (E) In miliens, adjusted for stock splits Stock’s Price Stability .95
report due early May Excl nonrecurnng tems | dates March 1, June 1, Sept 1, Dec 1 (F) Quarters may not add to total due to Price Growth Persistence - 28
‘84, $0 37, '88, 50 15, '95, d$0 83 = Dwidend reinvestment plan avarlable change In shares outstanding Earnings Predictability - -7 g0
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Hi¢'s(000) 12725 12099 14085 T e e e T e e e e TP Syr 967 1273
1982]1983[ 139841985 | 1986 ] 1987 1988|1989 | 1990 | 1991 [1992 [ 1993 [1994 | 1995 {1996 | 1997 [ 1998 | 1999 | ©VALUE LINE PUB, INC {01-03
52111 4827 | 4600] 3742] 2758 2624 2297| 2163 ! 2258 | 2026 | 2043 | 2273 | 2359 | 1932 | 2191 2275| 2295| 2440 |Revenues persh 2835
150 160 187 169 152 18 190 193 204 207 231 225 224 233 249 242 245 250 | *Cash Flow” per sh 320
45 78 113 91 83 102 113 95 101 104 113 108 117 133 137 137 1.20 130 {Earnings per sh 8 165
45 48 5 63 70 80 88 94 98 102 103 104 104 104 106 108 108 108 | Div'ds Decl'd per sh w 115
252 243 295 301 330 359 286 265 273 295 274 248 237 217 237 259 200 200 | Cap't Spend:ng per sh 2.10
645 637 632 712 759 783 872 883 897 942 970 990 | 1019 | 1012 | 1056 1099 | 1125 1155 |Book Value persh O 1365
1853 2307 2664 3112| 3655 | 3/48| 4247 | 4340 | 4432 | 4757 | 4869 4972 | 5086 | 5502 | 5570 | 5660 | 57.25| 5800 |Common Shs Outst'g | 6000
83 57 47 83 18 115 i 137 142 153 155 179 151 126 138 147 | Bold figures are |Avg Ann’l PE Ratio 150
9 48 44 67 80 77 92 104 105 98 94 106 39 84 36 83 Value| Line Relative P/E Ratio 105
120% | 109% | 101% ] 84% | 71% | 66% | 71% | 72% | 68% | 64% | 59% | 54% | 59% | 62% | 56% | 54% ) "™ |AvgAnniDwdYied | 47% ),
CAPITAL STRUCTURE as of 3/31/98 9756 | 9387110009 | 9639 | 9946 | 11303 | 11999 | 10630 | 12202 | 12876 1315 | 1415 |Revenues (Smill) A 1700
Total Debt $664 4 mill  Due in 5 Yrs $120 0 mill 460 | 421| 456 494 | 554 575| 632| 743 756 766| 680| 740 [NetProfit (Smull) 100
e 6500 mil LT Interest $49 0 mil 318% | 276% | 317% | 46% | 316% | 309% | 352% | 69% | B 6% | 379% | 375% | 375% |lncome TaxRate . - | 37 0%
(lotal interest coverage 3 2x) a7 | 45% | 46% | 51% | 56% | 51% | 55% | 70% | §2% | 59% | 52%| 55% |NetProfil Margin 59%
Leases, Uncapitalized Annual rentais §6 1 mil | 493% | 479% | 500% | 496% | 402% | 405% | 490% | 474% | 462% | 487% | 480% | 480% [Long-Term Debt Ratio | 46 5%
Pension Liability None 482% | 498% | 478% | 488% | 581% | 531% | 458% | 476% | 489% | 459% | 460% | 470% |Common Equity Ratio | 490%
7685 ( 7700 | B8313| 9183 | 8127 9257 | 11315 [ 11703 | 12013 | 1356 4 1380 | 1440 | Total Capital ($Smill) 1670
PldStock$743mil  PtdDwdssomil 8665 9791 | 10496 | 11416 | 12179 | 12813 | 12974 | 13503 | 14154 | 14966 | 1565 | 1630 |Net Plant ($mif) 1835
$74 3 mill 8 17% subsidiary obligated mandatenty ” > o7 3 o o 3 o7 o o 0
redeemable pld secs 82% | 78% | 76% | 76% | 94% | 86% | 75% | 82% 80% | 73% | 70%|{ 70% |Returnon Total Cap 75%‘-
118% | 105% | 110% | 107% [ 114% | 104% | 110% [ 121% | 117% | 110% | 105% | 110% |Returnon Shr Equity 120%
Common Stock 57,000,000 shs 120% | 106% | 112% | 108% | 115% | 108% | 113% [125% | 121% | 113% | 105% | 110% |Return on Com Equity 120%
27% 2% 2% % | 10% 4% | 30% | 46% 38% | 32% | 710%| 20% |RetanedtoComEq 35%
MARKET CAP_$11 billion (Mid Cap) 79% | 9% | 98% | 9% | 9% % | 75% | 66% | 71% | 74% | 90% | 83% [ANDw'dstoNetProt |, 70%"
CU?;TELT; POSITION 1296 1997 31/98 BUSINESS AGL Resources, Inc is a hoiding company Hs panci-  bilion cu # Throughput breakdown residential, 36%, commerc.al,
Cash Assets 87 48 77 | pal subsidary 1s Atlanta Gas Lght Co, a regulated distnbutor of 16%, industnal, 12%, transportation and other, 36% Has about
ther 2805 2879 2793 patwral gas to more than 14 million customers in Georgla and 3,010 employees, 16,760 shareholders Chawman David R Jones
Current Assets 2892 2927 2870 | gouthem Tennessee Also engaged in nonregulated natural gas Pres & Ch Exec Off Walter M Higgins Incorporated in Georgia
ég‘t:)lls IZ}):‘uaey able 1;3 g gg é 7Z§ and power marketing, energy management services, and wholesale  Address 303 Peachtree St, N E, Aflanta, GA 30308 Telephone
Other 968 1488 1359 | and retal propané sales Fiscal 1997 gas system throughput, 280  404-584 9470 Intemnet addr hitp /www aglr com
Current Liab 3225 "2434 2175 AGL .Resources may operate at a marketers will do the buying and reseling
Fix Chg Cov 330% 311% 280% | reduced earnings level for a while. of gas System revenues will be derved
ANNUAL RATES  Past Past Estd’95'97 | The slack in profits in fiscal 1998 (year entirely from the associated . carrier
g;t‘,:”gﬁ(pe’sm 10 ;’fw Svrs 501093 ends September 30th) i1sn’t due to an un- charges (as it always has) and profits will’
“Cash F?osw" 33% 254 50% | usually warm winter That’s because the continue to be based on the regulated re-
Earmings 40% 50% 35% | utility invoked 1ts weather normahization turn on plant investment To realize the
Dvidends 3% 10 1%% | provision to make up for revenue deficien- allowed return, which mught be set at
i - cles resulting from temperature deviations about 11 5% on common equity, AGL seeks’
Fiscal | QUARTERLY REVENUES ($ mil) A gul | from seasonal norms Rather, AGL blames a big boost 1n the fixed-mumimum monthly '
Ends [Dec 31 Mar31 Jun30 Sep30| 'vear | the setback on decliming sales per meter charge to customers A higher minimum.’
1995 3288 4482 1775 1085 [10630| due to conservation factors, such as more would improve cash flow, especially in the’
1996 | 3288 4788 2411 1715 {12202 | efficient gas furnaces and better mnsulated -summer AGL also proposes that new cus-
1997 13796 4967 2167 1946 |12876 [ homes Management will begin to work on tomers remotely situated from the sys-
lggg 1223 45339 ggz gggg ;3;2 the problem i fiscal 1999 . tem’s main pipeline route pay for the.line
A new rate design may lift profits. The extension through added tanffs The new
et EARNINGS PER SHARE A 2 ¥ Fﬁ;‘& competitive marketplace now evolving has rate structure may be approved soon and
Ends |Dec31 Mar31 Jun30 Sep30| 'year | required AGL to recast its operating struc- should gradually play out n AGL’s favor .~
1935 57 % 00 di8 | 13| ture It has formed a new subsidiary, At- But don’t expect a dividend increase
199 8 81 06 d04 4 137] 1anta Gas Light Services (AGLS),. which in fiscal 1999. Dividend reinvestments in.
}ggg ig gg gg g% 11% will join the fray against several market- newly 1ssued stock effectively reduce the
1989 51 20 04 dos | 13| m8 heavyweights 1n customer-choice pro- payout ratio and thus supplement cash
grams as a nonregulated gas supplier Op- flow But AGL 1s unlikely to up the
Cal- | QUARTERLY DIVIDENDS PAID = Ful | erating with a familiar name on its home quarterly declaration until the :indicated
endar [Mar31 Jun30 Sep30 Dec31| Year| ;. r should let AGLS win its fair share of payout ratio recedes to 80% or less via ris-
1994 1 26 26 26 2 104 | business AGL’s regional gas utility will 1ng profits The prospect of a flat cash divi-
1988 | 26 2% 26 265 1051 remain fully regulated But i1t will aban- dend into next year 1s reflected mn this un-
}ggg 5;5 ggs ggs ;_; }8; don 1ts customary merchant role to become timely stock’s very generous yield
1008 | 27 27 ®l solely a gas transporter, since the Gerald Holtzman June 26, 1998
A; Fiscal year ends September 30th (C) Next dividend meeting about early Aug D} Inc! det'ed chgs '97 72 4 mill, $1 28/sh Company's Financial Strength B+
B) Diluted eamings per share Next egs Goes ex mid-Aug Approx div'd payment E) In millions, adjusted for stock spitts Stock's Price Stability -¢ 95
report due early Aug Excl nonrecurnng tems | dates March 1, June 1, Sept 1, Dec 1 {F) Quarters may not add to total due to Price Growth Persistence ’E’(SJ
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1982 ] 198311984 1985 | 1986 | 1987 ] 19881989 /1990 | 1 1992 [ 1993 | 1994 [1995 [1996 | 1997 {1998 | 1999 | ©VALUELINE PUB INC |01-03

5211| 4827| 4600| 3742| 2788 | 2624 | 2297 | 2163 2238 2026 | 2043 | 2273 | 2359 | 1832 | 21911 2275{ 2365| 2500 |Revenues persh A 3000

150 160 187 1.69 152 184 190 193 204 207 23 225 224 233 249 242 235 250 |“Cash Flow" per sh 300
45 78 113 91 83 102 113 95 101 104 113 1:08 117 133 137 137 115 130 |Earnings per sh B 165
45 48 54 63 70 80 88 .94 98 102 103 104 104 104 106 108|: 108 108 |Div'ds Decl'd per sh €= 115

T TE I 30T W[ 3% 28| 28| 273| 29| 274| 243| 207 217 | 237| 2591 200 200 CaplSpending per sh 270

645 637 692 712 759 789 872 833 897 942 970 990 | 1016 | 1012 1056 | 1099 | 1720| 1155 |Book Value persh D 1365

853 ] 2307 2664] 3112| 4655| 3748| 4247 | 4340 4432 §757 | 4669 ] 4972 | 50868 | 5502 | 5570 | 5680 | 5725 | 5800 Common Shs Outst'g £ | 6000

ST 57T T B3| T8 15[ 71| 137| 12| 163 55| 79| 151 | 126| 138| 147 Boid figjres are [AvgAnn'l PIE Ralio 50
91 48 44 67 80 r 92 104 105 a8 94 106 a9 84| _ 86 83 ValueiLine Relaglve PIE Ratio 4' 105

120% | 100% | 101% | 84% | 71% | 68% | 71% | 72% | 68% | 64% | 53% | 54% | 59% | 62% | S6% | 54% estimates | avg Ana'l Div'd Yield 47%
CAPITAL STRUCTURE as of 6/30/98 9756 | 9387 (10009 | €639 | 9946 | 11303 | 11989 106830 | 12202 | 126876 1355 | 1450 | Revenues (Smull) A 1800
Total Debt $670 4 mil  Due in 5 Yrs $125 0 mll 60| 421| 456| 494| 54| 575| 632 | 743] 736| 766] 660] 740 (NetProfit(Srll) 100
LT Debt $860 Omill LT interest $49 0 mil Tra% | 57 6% | 31 7% | 346% | 316% | 029% | 52% | 38 9% | 986% | 379% [ 375% | 37 5% |Income Tex Rate 70%

(total interest coverage 3 0x) a7 | a5 | 46% | 51% ] 56% | S1% | 53% | 70% | 62% | 5%%| 49%| 51% NetProfitMargn | 56%

Leases, Uncapitalized Annual rentals §6 1 mil | d90% | 47 9% | 502% | 436% | 402% | 405% | 490% [474% | 462% | 4BT% | 4 0% 4B 0% Long-Term Debl Ralic | 465%

Pension Liability None 4872% | 498% | 478% | 488% | 581% | 531% | 458% 476% | 489% | 459% | 465% | 47 0% |Common Equity Retio 490%

' , 7685 | 7700 | 8319 9183 8127 | 9257 [ 11315 11703 | 12013 | 13564 1380 | 1440 | Total Capital (Smutl) 1670

gﬂ §‘°°”" 371475}"“"b Pid %""dsgom‘” , | o885 | 079110406 11416 | 12179 12819 | 12074 | 12503 | 14154 | 14966 { 1550 | 1615 |Net Plant (Smill 1800

mdeomable pid °SZ‘;SS‘(‘[’)‘?V".{£ a;ga;iax"‘;ggjg;}g[; 0% | 78% | T6% | 76% | 94% | B6% | 75% | 82% | 80% | 73% | 70%| 70% [RemonTotalCap . | 75%
fixed charge ) 118% | 105% | 110% | 107% | 114% | 104% | 110% 121% | 117% | 110% | 105% [ 110% |Return on Shr Equity 120%

120% | 106% | 112% | 108% | 115% | 108% | 113% 125% | 121% | 113% | 105% | 110% Return on Com Equity ' 120%

Common Stock 57,165,252 shs 27% % 2% 2% | 10% 4% | 30% | 46% | 38%| 32% 5% | 20% |Retained lo Com Eq 35%

MARKET CAP 511 billion {(Mid Cap) qo0 | o | 98% | 98% | 91%| 96% | 75% | 66% | 71% | 74%( 94% | 83% |AlIDiv'dstoNet Prof 70%

CU?&E&‘; POSITION  19% -1997 6130198 BUSINESS AGL Resources, Inc 1s a halding company Its prnc-  billion-cu #t Throughput breakdown residential, 36%, commercial,

Cash Assets 87 48 95 | pal subsidhary 1s Atlanta Gas Light Co, a regulated distnbutor of  16%, industnal, 12%, transportation and other, 36% Has about

Other 2805 2879 _2543| nawral gas to more than 14 milion customers in Georgia and 3,010 employees, 16,760 shareholders Chaimman Dawvid R Jones

Current Assels 2892 2027 2638 | southem Temnessee Also engaged in nonregulated natural gas Pres & Ch Exec OH Walter M Higgns Incorporated n Georgia

étéréttsDPuaeyable 1%38 gg 2_3 zg 2 and power marketing, energy management services, and wholesale  Address 303 Peachtree St, N E, Allanta, GA 30308 Telephone

Other 968 1488 1149 and relall propane sales Fiscal 1997 gas system throughput, 280 404-584-9470 Internet addr http /www aglr com

Current Liab 25 2434 2026 | AGL Resources’ pmew rate order - means a yearly share earmings shortfall of

Fix Chg Cov 330% 311%  265% | cludes a key element in the utility’s $0 05-30 08 Management 1s asking the

ANNUAL RATES  Past Past Est'd’95-97| favor. Atlanta Gas Laght has been chal- state to reconsider these adverse decisions

ggha“ge {perst) 10 g'ssu/ S¥rs 1o 2102,3 lenged by a decline in natural gas con- Regulators also raised an obstacle for

"C;:huF?gw" F30  25% Z0% sumption per meter The utility, cating bet- the marketing business. A separate sub-

Earnings i0%  S0% 35% | ter insulated homes and more efficent sidiary 1s marketing gas to all comers 1n

ggg‘l’(e\’;ad]ie gg:/;’ ;g:{" ;g? space-heating appliances as the reasons Georgia 1 a competitive arena The state,

= - 5 | for the sales erosion, asked 1ts regulators however, bars this non-regulated unmit from

F\}ZS?' QUARTERLY REVENUES (§ mil) 4 Ff;’g.,, for 2 new tanff that would let the utility using the proprietary name of the Atlanta

gear Dec 31 Mar31 Jun30 Sep30| Namr | overcome the conservation factor Georgia, Gas Laght utihity as part of 1ts own name—

1995 (3288 4482 1775 1085 [10630 | last June, responded with a so-called a constiaint that would stop the marketer

1995 (3288 4788 2411 1715 [12202| straight fixed-vanable rate design, which, from trading on its sister company’s good-

1997 | 3796 4967 2167 1946 112676 | 11y effect, raises the fixed monthly charge will A Georgia court has stayed the order

}ggg 2%3 .;g:gg g‘;’so 5%5 ;‘Zgg to customers The new tanff improves _pgndmg a full review of the 1ssue

AGL's chances of recouping its investment The stock may be beld for income. The

F‘}Z‘;?l EARNINGS PER SHARE A 5 F F’,:;‘é’m m gas plant, while reduces the utihty's marketing business won't put the utility at

Beat |Dec31 Mardt Jund0 Sep30| VeS| Lopance on customers’ actual gas demand  nisk, since it will serve as the sole trans-

1995 57 9% 03 019 | 13| There are a few regulatory hurdles to porter of gas in 1its Georgia service area It

}ggg gg g; 82 gg; }:33; get over. The commission, though 1t has -should profit entirely on the basis of its 1n-

1998 s 79 dw  dor | 1715 kept the allowed return on common equity vestment in gas plant Assuming the bene-

1999 51 30 04 dos | 130] 3t 11 0%, has demied perforglance-based fits of the.new rate design kick.in soon, the

QUARTERLY DIVIDENDS BAID © regulation, which would let AGL exceed 1ts dividend should get added secunty, though

Cal- PADCs | Ful | penchmark return by increasing operating the payout might not be increased until

endar {Mar31 Jun30 Sep30 Dec31| Year | oem - oncy through cost savings Additional- fiscal year 2000 (accounting years begin

1994 | 26 26 2% 26 1041 1y the order 1s based on a common equity September 1st) The stock’s current lofty

1332 %gs ggs %gs 535 }gg ratio (43 9%) 1n the utility’s capital struc- yield factors in the hkely absence of a

1997 | o7 27 27 57 108 ture, which 1s lower than AGL requested near-term divaidend hake -

1998 | 27 97 07 - (47 6%) The difference, we estimate, Gerald Holizman _September 25, 1998
(A) Fiscal year enas September 30th (C) Next dividend mesting about early Nov (D) Incl def'ed chgs ‘97 72 4 mill, $1 28/sh Company's Financial Strength B+
(B) Diluted earnings per share Next egs (Goes ax mid-Nov Approx div'd payment (E) In milfions, adjusted for stock splits ~ Stock’s Price Stabthty - - 100
report due early Nov Excl nonrecurnng items | dates Marcn 1, June 1, Sept 1, Dec 1 (F) Quarters may not add to total due to Price Growth Persistence 20

» Dividend renvestment plan available change in shares outstanding ~ . Earnings Predictability - - - 85

'34, $0 37, '88, S0 15, '95, d$083 ,
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1982 1983|1984 1985|1986 | 1987 | 1988 | 1989 | 1990 | 1991 | 1992 } 1993 11994 [ 1995 | 1996 | 1997 {1998 | 1999 [ OVALUE LINE PUB,INC |01-03
5211 4327 4600| 3742 2758 2624 2297 | 2163 | 2258 2026 2043 | 2273 2359 | 1932 | 2191 275! 2365| 2415 |Revenuespersh 4 3000
150 160 187 169 152 184 190 193 204 207 23 225 224 23 249 242 265 2.80 {“Cash Flow” persh 300
45 78 113 9t 83 102 113 95 101 104 113 108 117 133 137 137 141 145 | Earnings per sh B 165
45 48 54 63 70 80 88 94 98 102 103 104 104 104 106 108 108 108 | Div'ds Decl'd per sh Cw 115
252 243 295 301 330 359 286 285 2173 295 274 249 237 217 237 2539 225 275 {Cap’l Spending per sh 210
545 537 692 712 758 789 872 883 897 942 970 990 | 1019 | 1012 | 1056 | 1099 | 1120| 1180 |Baok Value persh P 1365
1853 2307| 2664 3112 3655| a74B| 4247 | 4340 | 4432 4757 | 4869 | 4972 5086 | 5502 | 5570 | 5660 | 5725( 5800 |Common ShsOutstq | 6000
83 57 47 83 118 115 111 137 142 153 155 179 151 128 138 147 139 Avg Ann'l P/E Ratio 150
91 43 4 67 80 7 92 104 105 98 94 106 99 84 88 83 73 Relative P/E Ratio 105
120% ) 109% | 101% | 84% | 71% | 68%| 71% | 72% | 68% | 64% | 55% | 54% | 5%%6 | 62% 56% | 54% | 55% - Avg Ann'l Div'd Yield 47%
CAPITAL STRUCTURE as of 9/30/98 9756 | 9387 | 10009 | 2639 | 9946 | 11303 | 11999 [ 10630 | 12202 | 12876 | 13386 | 1400 | Revenues ($rmdf) A 1800
Total Debt 736 Smill  Due in § Yrs $190 0 mll 460| 421| 456 | 494} 554 575| 832 743 | 756] 766| 806| 825 NetProfit ($mull) _100
LT Debt S6600mil LT Interest 549 0 mill 3T8% | 276% | 31 7% | 6% | 316% | 029% | 352% | 36 %% | 386% | 379% | 32 5% | 360% |Income Tax Rate 370%
(total interest coverage 3 0x) a0 ;
47% | 45% | 46% | S1% | 56% | 51% | 53% | 70% 62% | 59% | 60% | 59% |NetProfit Margin 56%
Leases, Uncapttalized Annual rentals $6 1 mull 493% | 479% | 502% | 495% | 402% | 405% | 490% |474% | 462% | 487% | 475% | 480% |Long-Term Debt Ratio 46 5%
Penston Liability None 482% | 498% | 478% | 488% | 581% | 531% [ 458% |476% | 489% | 459% | 470% | 47 0% |Common Equily Ratic 490%
| 7685| 7700 | 8319| 5183 | 8127, 9257 | 11315 | 11703 | 12013 | 13564 1390 |. 1450 (Total Capital ($mill) 1670
5173 gtr%‘l:llk gid%‘;ar::llbmdl?r:(fgl‘l’ggtzi ?n?rlilgiatomy 8665 | 9791 | 10496 | 11416 | 12179 {12813 | 12974 | 13503 | 14154 | 14966 1535 | 1600 | Net Plant ($muill) 1800
redeemable pid secs (Div'ds are a tax-deductible 82% | T7B% | 76% | 76% | 94% | 86% | 75% | B82% | 80% | 73% | 75%| 75% |Returnon Total Cap 75%
fixed charge ) 118% | 105% | 110% | 107% | 114% | 104% | 110% | 121% | 417% | 110% | 125% | 120% |Returnon Shr Equty | 12.0%
120% ] 106% | 112% | 108% | 115% | 108% | 113% [125% | 121% | 113% | 125% | 12.0% {Return on Com Equity 12.0%
Common Stock 57,200,000 shs 27% | 2% | 2% | 2% | 10% | 4% | 30% | 46% | 38%| 32%| 5%| 30% |RetamedtoComEq 35%
MARKET CAP $13 billion (Mid Cap) 79% | 98% | 98% | 9B% | 9% | 96% | 75% | 66% | 71% | 74% | 94% | 77% |ANDWds lo Net Prof 0%
CU?&?&T POSITION 1396 1997 9/30%8 BUSINESS AGL Resources, Inc 1s a holding company Its pnnci- bllhon cu ft ‘Throughput breakdown residential, 36%, commercial,
Cash Assets 87 48 36 | pa subsidiary 1s Atlanta Gas Light Co, a regulated distnbutor of  16%, industnal, 12%, transportation and other, 36% Has about
Other 2805 2879 2940 | natural gas to more than 14 milion customers in Gsorgia and 3010 employees, 16,760 sharehalders Charman Dawid R Jones
Current Assets 2892 2927 2976 | gouthem Tennessee Also engaged i nonregulated natural gas Pres & Ch Exec Off Walter M Higgins Incorporated in Georgia
égtélls t%’uzzeyable LZ:S g gg ; %; and power marketing, energy management services, and wholesale  Address 303 Peachtree St, N E, Aflanta, GA 30308 Telephone
Other 968 1488 1257 | and retai propane sales Fiscal 1997 gas system throughput, 280 404-584-9470 Intemet address www agir com
Current Liab 325 2434 2527{ AGL Resources 1s adapting to blames customer conservation efforts for
Fix Chg Cov 330% 311% 295% | (Georgia’s umbundled gas-service decliming gas sales per meter To overcome
ANNUAL RATES  Past Past Est'd'95/97 | structure. The state, 1n 1997, deregulated this problem and to stay, compatible with
g;c‘;”ﬁsge'sm 10_;’2% Svs “’31&9,3 the prices of natural gas and electmaty the state’s unbundled services program,
“Cash Flow” a5% 25% -35% | Decontrol has required AGL to set up a the utility has been operating since last
Eamings 40% 50% 35% | separate marketing subsidiary to sell gas July with a so-called straight fixed-
ngie\?glie gg:f %g:ﬁ" égzg as a commodity 1 competiton with other variable rate The new tanff more than
- s - marketers willing to court business in doubles the - residential fixed monthly
focal | QUARTERLY REVENUES (mil)4 | Full | Georgia Under the new rules, the state charge to $19 Thus increase in the basic
Ends |Dec 31 Mar31 Jun30 Sep30| Year | aims to eventually eliminate the AGL util- service charge betters AGL’s chances of
1995 13288 4482 1775 1085 [10630| 1ty system as a seller of gas, leaving 1t only clearing 1ts capital costs (interest and
1996 13288 4788 2411 1715 (12202 | t5 do business as a gas transporter (com- preferred dividends) to provide a satisfac-
}ggg %gg igg; gl% ;ggg }%ggg mon carrier) for the region’s residential tory profit for common shareholders Th,e
1999 | 440" 460 265 235 |1400 and industnal ‘consumers Barming a major new rate design (which alters AGLs
e EARNINGS PO SHAFE A 0+ o diwversification move by acquisition, haul- quarterly earmings pattern) shouldwork in
Year Flecal| 1ng gas for others 1s apt to remain AGL’s the system’s favor duning long warm spells
Ends [Dec31 Mar31 Jun30 Sep30| Year | biggest business, 1n terms of total capital in winter and especially during the sum-
1995 57 9% 00 d19 | 13| ipvestment, and 1ts main source of profits mer months
1996 53 81 06 d04 | 137} And in keeping with tradition, the utihity By the same token, the dividend
}ggg ig §g dgg d% HZ will be the sole gas-svstem operator in the should get better coverage. Competi-
1999 17 "w 8 30 | 15| servace area, the tradeoff being regulation tion may keep marketing profits very thun
of transportation prices and profits State But AGL’s cash flow 1s apt to be more pre-
Cal- | QUARTERLYDIVIDENDSPAIDG= | Fuil oversight will mimimize the business risks dictable under the utility’s new tanff, thus
endar |Mar31 Jun30 Sepd0 Dec3t| Year | for this capital intensive gas distributor moving directors to up the dividend, per-
1994 1 26 26 26 26 104 | In this way, the stock will continue to ap- haps within the next four quarters or so
1995 | 26 26 36 265 | 105 peal to investors seeking income The stock’s current yield seems to take
}ggg ggs 395 ggs g }8{; A new rate structure seems to be that prospect into account
7 57 57 . rebuilding system profits. Management Gerald Holtzman December 25, 1998
}A; Fiscal year ends September 30th (C) Next dividend meeting early Feb Goes ex | (D) Incl def'ed chgs '97 72 4 mill, $1 28/sh Company's Financial Strength B+
E) In millions, adjusted for stock splits Stock's Price Stability 100

Diuted earmings per share Next egs

report due eariy Feb Excl nonrecumng items

'84, $0 37, '88, $0 15, '95 d$0 83

mid-Feb Approx diw'd payment dates March
1, June 1, Sept 1, Dec 1

= Dividend reinvestment plan available
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change in shares outstanding

Price Growth Persistence 15 |
Earnmings Predictabidity
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1983 [ 1984|1985} 1986|1987 | 1988|1989 1990 /1991 {1992 | 1993 (1994 [ 1995 [ 1996 {1997 | 1998 | 1999 | 2000 | © VALUE LINE PUB, INC [02-04
4827| 4600f 3742] 2758 2624 | 2297| 2163 | 2258| 2026 2043 2273 | 2359 | 1932 2191 | 2275| 2336 2415| 24.20 Revenues per sh A 2800
160 187 169 152 184 190 193 204 207 23 225 224 233 249 242 233 270 290 |“Cash Flow" per sh 245
78 113 91 83 102 113 95 101 104 113 108 117 133 137 137} 141 140 160 | Earnings per sh 8 190
48 54 83 70 80 88 94 98 102 103 104 104 104 106 108 108 108 108 | Div'ds Decl'd per sh, Ca 120
243 295 30 330 359 286 285 273 295 274 249 237 217 237 259 205 275 , 260 (Cap'l Spending per sh 250
837 6392 712 759 789 872 8483 897 942 970 9301 1019 | 1012 | 1056 | 1093 | 1142} {170} 1230 |Book Value persh O 1460
2307| 2664 | 3112| 3655] 3748 42471 4340 4432| 4757 | 4BGO | 4972 | 5086 | 5502 | 5570 | 5660 5730| 5800| 3850 |Common Shs Outst'y E | 6000
57 47 83| - 118 115 11 137 142 153 155 179 151 126 138 147 139 | Boid tigures are  |Avg Ann'l P/E Ratio 135
48 44 67 80 i 2] 104] 105 9% 94 108 299 84 86 85 73 Va""e e Relative P/E Ratio X
109% | 101% | 84% ) 71%| 68% | 71%| 72% | 68% | 64% | 59% | 54% | 59% | 62% | 56% 54% | 55% estimynes Avg Ann’l Owv'd Yield 48%
CAPITAL STRUCTURE as of 12/31/98 938710009} 9639} 9946 | 1303 | 11999 | 10630 | 12202 | 12876 | 13386 1285 | 1415 |Revenues ($mill) A 1675
Total Debt 7730 mil  Due i 5 Yrs $225 0 mil 421] 456| 494| 54| 575| 32| 743 756 756 806! #10| 920 |NetProt (Smil) 112
(LIZ(zE\)Ie::efSStocg\rlmrlL ZL;'"'E’ES‘ $490 milt 276% | 317% [ 346% | 316% | G29% | 350% | 369% | 366% | 37 9% | 405% | 360% | 360% [income Tax Rate 36 0%
! erage 28) 45% | 46%| 51% ) 56% | 51% | 53% | 70% | 62% | 59% | 50%| 63%| 65% INet Prohit Margin §7%
Leases, Uncapitahized Annual rentals $6 1 mill T79% | 502% | 456% | 402% | 405% | 490% | 474% | 462% | 48 7% | 475% | 480% | 475% |Long-Term Deb' Ratio | 465%
Pension Liability None 498% | 4708% | 488% | 581% | 531% | 458% | 476% | 489% | 459% | 471% | 470% | 47 5% |Common Equity Ratio 430%
. , 7700 | 8319 9183 | 8127 | 9257 | 11315 | 11703 | 12013 | 13564 | 13884 1450 | 1520 | Total Capital (Smilf) 1850
Pld Stock §7d 3mil _ Pid Div'd 850 mil 9791 | 10486 | 11416 | 12179 | 12813 | 12974 13503 | 14154 | 14966 | 15340 | 1600 | 1660 |Net Plant (Smill 1950
§74 3 mil 8 17% subsidiary cbligated mandalonly |\ e g g yw, | B6% | 75% | 82% [ 80% | 7%% | 76% | 75% | 80% [Return on Total CapT 5 0%
redeemable pid secs (Div'ds are  tax-deductiole " "’ N : o ol - ” > ! eturn on Tolal Lap N
fixed chargs ) 105% | 110% | 107% | 114% | 104% [110% | 121% [117% | 110% | 111% | 120% | 125% |Returnon Shr Equty | 125%
106% | 112% | 108% | 115% | 108% | 113% | 125% | 121% | 113% | 113% | 120% | 130% |Return on Com Equity 130%
Common Stock 57,524,148 shs % 2% 2% | 10% % | 30% | 46% | 38% 32% | 34% | 30%| 40% |RelainedtoCom Eg 50%
MARKET CAP 311 bilhan (Mid Cap) 98% | 98% | 98% | 1% | 96% | 75% | 66% | 7% | 74% | 72% | 77%| 66% |AllDv'ds toNet Prof 53%
' CU%?H{; POSIT]ON 1997 1998 12/31/98 BUSINESS AGL Resources, inc 1s a holding company Its pnnci- . billion cu it Throughput breakdown residential, 33%, commercial,
Cash Assets 48 386 -- | pal subsidiary is Allanta Gas Light Co, a regulated distnbutor of 13%, mdustnal, 15%, transperiation and other, 39% Has about
Other 2879 2940 35481 nawyral gas to more than 14 milion customers n Georgia and 3,010 employees, 16,760 shareholders Chaiman Dawid R Jones
Current Assets 2827 2976 354 B | squthem Tennessee Also engaged In nonregulated natural gas Pres & Ch Exec Off Walter M Higgins incorporated in Georgia
Sc%ttsDPayable gg é % 1 7:13 8 and power marketing, energy management services, and wholesale  Address 303 Peachtree St, N E, Atlanta, GA 30308 Telephone
gy Jue 5 and refall propane sales Fiscal 1998 gas system throughput, 330  404-584-9470 Internet address www aglr com
Other 1488 1251 1255 p
Current Liab 2434 2527 3096 | AGL Resources has encountered a pit- for system customers But since rival
Fix Chg Cov 311% 295% 270% | fall in the nonregulated arema. Though marketers may now sign up the former
ANNUAL RATES Past Past Est'd'96-98| the utility’s new rate structure, ordered system -accounts, each of which must now
gcm"ge(”e’sm W¥s ~ SWis 00U | 55t summer, serves to minimize the sea- choose a gas purveyor, AGL’s marketing
evenues -1 0% 15% 35% _ ) ] -
“Cash Fiow” 35%  25% Ny | sonal earmings peaks and valleys, AGL's arm would undergo some measure of attn-
Earnings 35% 50% 55% | results for the first quarter of fiscal 1999: fion .And price compefition would hkely
gg"de”ds 30% 10%  20% | (began October 1st) fell more than mange- limit the growth of profits, at least for the
ok Value 30% 25% 50% S =
ment expected The main reason was the near term The utility, while 1t wall give up
Rjscal | QUARTERLYREVENUES ($mil)4 | Full | 1oss 1ncurred by the gas-marketing ven- 1ts hustoric role as gas merchant, wall con-
Ends_|Dec 31 Mar31 Jun30 Sep30) Vear | ture with Sonat AGL's 35% share of the tinue to transport supphes to the end
1996 13288 4788 2411 1715 [12202 | red ink came to $4 1 mallion, reflecting an users As the franchised distrabutor, 1t
1997 13796 4967 2167 1946 |12876| $0 11-a-share swing from the year-ago won't have competition, but 1t will be still
1838 gggg 4839 2470 2054 1386} nrofit The deficit was due to certan ad- regulated by the state as to prices and
2000 | 400 ﬁg ggg 5231 ;i?g verse accounting items and the ill effects profits Representing most of AGL’s assets,
Eiecal of much warmer weather on commodity the gas system, applying its new rate de-
Year D EARNINGS PER SHARE A & F ful | gas sales AGL says 1t can bow out of the sign, now has a better chance of clearing
Ends [Dec31 Mar31 Jun30 Sep30| Year | partnershup on favorable terms, which we 1ts fixed costs, 1t should have a more pre-,
1996 4 53 81 06 d04 | 137| expect 1t to do if 1t 15 faced with more fi- dictable cash flow through the year to help
}38; 23 & 03 d07 | 137 nanaial surprises - service debt and fund capital spending
1999 zg 743 d% 19 | 141] The utility, though-not fully insulated The stock remains an 1ncome vehicle
2000 41 45 42 gg ;gg from the effects of warmer-than- Due to the demands involved in developing
normal winters, won’t have to fend off nonregulated businesses, AGL may not be
Cal- | QUARTERLYDIVIDENDSPAID®= | Full | competition. Under Georgia’s deregula- willing to up the dividend until msing prof-
endar \Mar31 Jun30 Sep30 Dec3t! Year| yon rules, AGL has set up a separate 1ts hold the payout ratio below 70% for a
1995 | 2§ 26 28 265 | 105| marketing subsidiary that goes. head to year or two So the next dividend lnke may
1996 | 265 285 265 27 107 | head with other sellers to attract custom- not come before 2001 The stock’s lofty cur-
}ggg %; 27 27 27 108} ors This nonregulated business will re- rent yield takes this prospect into account
29 | 57 27 2 27 108 ) place the utihty as the suppher of record Gerald Holtzman March 26, 1999
A ) (A) Fiscal year ends September 30th (C) Next dividend meeting early May Goes ex | (D) Incl def'ed chgs '98 134 2 mill, 32 34/sh | Company’s Financial Strength B+«
(B) Diluted earnings per share Next egs mid-May Approx divd payment dates March | (E) in millions, adjusted for stock sphts Stock’s Price Stability 100
report due early May Excl nonrecumng items | 1, June 1, Sept 1, Dec 1 (F) Quarters may not add to total due to, Price Growth Persistence 15°
change n shares outstanding Earnings Predictabiiity 85

'84, $0 37, '88, $0 15, '95, d$0 83 = Dividend reinvestment plan avatable
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1983 [ 1984|1985 1986 | 1987 ] 1988 1989 | 1990 |'1991 | 1992 | 1993 {1994 [ 1995 [1996 | 1997 | 1998 | 1999 | 2000 | © VALUE LINE PUB . NC | 0204
4827| 4600 3742| 2758 2624| 2297 2163 | 2258 | 2026 | 2043 | 2273 | 2359 | 1932 | 2191 | 2275| 2336 | 2130 | 2300 |Revenues per sh A 2700
1801 87| 469| 15| 184 190 193| 204| 207| 231 225| 224] 233| 249| 242 .253| 265|' 285|“Cash Flow” persh 350
78 113 orf 83| 12| 113] 95{ 1ot t104] 113 to8| 17| 13| 13| 137) 141| 135| 155 |Earnings persh B 190
48| 54y 63jc 70| 80| e8| 94| 98| 102| 103] 104| 104 to4| 106| 108| 108] 108| 108|DwidsDec’dpersh Cx | 120
243 29[ 0301| 30| 35| 28| 265| 273| 2% | 274| 243| 247 217 237| 259| 205] 275| 260|CapiSpendingpersh | 750
67| 6% 712| 753 789 872) 883 897| 942| 970 | 9%0| 1019} 1012 [ 1056 | 1099 | 1142| 1165] 12.20|Book Value per sh © 1460
2307] eA| 3112| % 0748 4247| 4340 32| 4757 4860 | 4972 | 5086 | 5502 | 5570 | 5560 | 5730 | 5800 3550 |Common Shs Outstg E | 6000
57| 47| 83| 118] 115] 111] 137] 142| 153| 155] 179] 151 126 138 147| 139 [Boidfigthes are [Avg AnnTFIE Ralio 35
48 s 67| 80| 7| 92| 108 105| 98| 4| 106 99| 8| 6| 8| 73| Vaeline |Relatve PIE Ratio )
109% | 101% | 82% | 71% | 68% | 71%| 72% ) 68% | 64% | 59% | 54% | 59% ['62% | 56% | 54%| 55| “U™ . |avgAnn’I Dv'd Vield 48%
CAPITAL STRUCTURE as of 3/31/99 9387 [ 10009 | 9639 | 9946 | 11303 | 11999 [ 10630 [ 12202 | 12876 | 13386 | 1235| 1345 | Revenues (smill) A 1625
Total Debt 661 5mil - Duemn 5 Yrs 1120 mil 421| 456 494 S54| 575| 632 | 743 | 756 766| 806| 780 900 |NetProfit (Smill) 112
';Tl"l"‘b‘ 3660 0mill ~ LT Interest $49 0 mil 276% | 317% | 346% | 316% | 329% | 352% | 36 9% | 386% | 379% | 325% | 360% | 360% |Income Tax Rate 360%
(total imterest coverage 3 1) 45% | 46% | 51% | 56% | 51% | 53% | 70% | 62% | 59%| 60% | 63%| 67% NetProht Margin §.9%
Leases, Uncapitahzed Annual rentals $6 1 mil 479% | 502% | 496% | 402% | 405% | 490% | 474% | 462% | 4B7% | 475% | 480% | 460% |Long-Term DebiRalo | 485%
Pension Liability None ' 498% | 478% | 488% | 581% | 531% | 458% | 476% [489% | 459% | 471% | 465% | 480% {Common Equity Ratio 480%
- 7700 8379 9183 | 8127 | 9257 | 11315 | 11703 [12013 | 13564 | 13884 | 1445 | 1430 |Total Capital (Smil) 1850
Prd Stock §74 3mill  Ptd Div'd $6 1 ml 9791 | 10496 | 11416 [ 12179 | 12813 | 12974 [ 13503 | 14154 | 14966 | 15340 | 1600 | 1660 |Net Plant (Smull 1950
S74 3 mil 8 17% suosidiary obligated mandalonly | —ee G T T g e T g en T 75% [ 62% | 80% | TR T6% ] 75% 0% |Relum on Total Cap' 30%
redeemable pfd secs. {Divids are a tax-deductible ° N ; : o " ° p
fixed charge ) * . 105% | 110% | 107% | 114% | 104% | 110% [ 121% | 117% [ 110% | 111% | 115% | 125% |Returnon Shr Equty | 125%
) . 106% | 112% | 108% | 115% | 108% | 113% | 125% | 121% | 113% | 119% | 115% | 125% |Retumon Com Equty | 130%
Common Stock 57,700,000 shs . 2% | 2% 2% | 10% 4% | 30% | 46% | 38% { 32% | 34%| 25% | 40% |Retainedto ComEq 50%
MARKET CAP_$11 billion (Mid Cap) 98% | 98% | 98% | 91% | 96% |  75% | 66% | 71% | 74% | -72% | 80% | 70% |Al Div'ds to Net Prof 3%

BUSINESS AGL Resources, Inc is a holding company Its pnnci-
pal subsidiary 1s Aflanta Gas bighf Co, a reguiated distnbutor of
natural gas to more than 14 milion customers mn Georgia and
southem *Tennessee Also engaged in nonregulated natural gas’’
and power markeling, energy management services, and-wholesale
and retall propane sales Fiscal 1998 gas system throughput, 330

billion cu~ft Throughput breakdown residential, 33%, commercial,
13%, industnal, 15%, transportation and other, 39% Has about
3,010 employees.' 16,760 sharenolders Chairman Dawd R Jones
Pres & Ch Exec Off Walter M Higgins Incorporated in Georgia
Address 303 Peachtree St, NE, Atlanta, GA 30308 Telephone
404-584-9470 Intemet address www agir com.

Cash Assets 48 36 69
Other 2879 2940 2559
Current Assets 2927 2976 2623
Accts Payable ' 651 511 433
Debt Due 295 765 . 15
Other . . 1488 1251 180 1
Current Liab - 2434, 2527 2249
Fix Chg Cov. 311%  295%  285%

ANNUAL RATES  Past’

Past Est'd '96-'98

of change (persh) 10 Yrs 5Yrs to '02-04
Revenues -1 0% 15% 30%
“Cash Flow" "35% 25% 60%
Earnings - 35% 50% 55%
Dividends 30% 10% 20%
Book Value 30% 25% 50%

AGL Resources is a full participant in -

Georgia's deregulation program. The
state 1s encouraging a competitive gas
market to keep a hd on energy costs By
October 1st, AGL's traditional utility, At-
lanta Gas laght, will no longer hold the
role of reseller Rather, 1ts distribution
system, with i1ts underground mains 1n

Though the state doesn’t set price or profit
caps on marketing sales, GNGS’ earnings
promise down the road will depend on the
degree of competition To date, while -only
a few regional rivals have dropped out of
marketing, the arena 1s still too competi-
tive to- allow GNGS more than modest
profits for the next few years - -

'84, $0 37,88, $0 15,95, d50 83

plan available
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Feca! |- QUARTERLY REVENUES (mil)A | Full | Slace will continue as the sole gas trans- AGL’s dividend may stay fixed
Ends |Dec 31 Mar31 Jun30 Sep30) 'vear | porter in the service area, governed by its through fiscal 2000. GNGS’ market de-
1996 13288 4788. 2411 1715 [12202] state franchise, flowing gas supplied by velopment costs and other subsidiary costs
1997 13796 4967 2167 1946 12876 | the region’s many new resellers to the end- * are one reason AGL can't raise 1ts payout
}ggg ggg S ggg? ‘2?3‘7]0 ggg"‘ 113325 users A separate AGL subsidiary, Georgia Notably, the company has recently
2000 | 360 ‘400 330 055 |1348 Natural Gas Services (GNGS), has joined- dropped out of 1ts money-losing marketing
the fray as a marketer To date, under venture with Sonat, which has agreed to

Fosal | EARNINGS PERSHAREABF - FT:&, state rules, about 55% of the utility’s cus-- buy back AGL’s '35% partnership stake at
Endgs |Dec3l Mar31 Jun30 Sep30| Year | tomers have signed up with a marketer of a fair value ‘that may be no less,than its
1996 53 81 06 d04 1 137| their choice By August 11th, the remain- onginal $32 million investment Mean-
}ggg ig 88 03 do7 |- 137 g customers will be assigned a gas pur- while, the atihity will continue to contrib-
1999 s Zg dgg ‘]23 11;15 veyor, we assume GNGS will hold on to its ute nearly all of AGL's earnings, with 1its
2000 38 46 Y 2 155 | corrent 30%-35% share of the field i new rate design for gas-transport’service,
GNGS has to bear start-up costs. Gas giving the system a better chance of clear-

Cal- | QUARTERLY DIVIDENDS PAIDCw | Fyy marketing 1s shareholder-risk business As ing its fixed charges If that’s the case, the
endar [Mar31 Jun30 Sep30 Dec31) Year such, the AGL umt’s losses, as 1t absorbs odds for a small dividend boost should rise
1995 | 28 26 26 265 | 105/ the cost of building a customer base, may 1n fiscal 2001, or possibly a bit sooner
}ggg 555 205 265 2 1071 be on the order: of $0 05 a share 1n fiscal Meantime, this untimely, but good-quality,

1998 2; g 5; g; }83 1999 (ends September 30th) GNGS should stock 1s priced on a generous yield basis

7. o7 _ begin to cross breakeven in fiscal 2000 Gerald Holtzman June 25, 1999

(A) Fiscal year ends September 30th (C) Next dvidend meeting eary Aug Goes ex [ (D) Inc! deferred chgs In'98 $2 34/sh Company’s Financial Strength B++
. (B) Diluted earnings per share Next egs mid-Aug Approx div'd payment dates March Eg In mithons, adjusted for stock splits Stock's Price Stability 100
report aue early Aug Exc! nonrecurnng items | 1, June 1, Sept 1, Dec 1 » Div'd remnvest F} Quarters may not add to total due to Price Growth Persistence 15
Earnings Predictability 80

raliable and 15 provided without

- change In shares outstanding

N This pubiication 15 stnctly for subscniber’s own, nen-commercial, internal usa’ No part
used far genarating or marketing any prnied or electronic publicalion, Service o7 product

warranties of any kind

To subscribe call 1-800-333-0046.
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Target Price Range
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STOCK INDEX
1 Buy Jm?g #QIE;S; 1.013793 Percent 60 - Tyr - 43 339 n |
B o 4 S0l 20 ittt } TR Y S Y1 PO AT 1 SN .
§000) 17280 18921 19356 ] TR O s e e Yot B g D T T ST T AR TR
1983|1984 | 1985 1986 [ 1987 [ 1988 | 1989 [ 1990 {1991 [1992 [ 1993 [1994 | 1995 1996 | 1997 | 1998 | 1999 | 2000 | © VALUE LINE PUE, INC_|02-04
4827| 46007 3742 2758 | 2624| 2097 2163 | 2258 | 2026 | 2043 | 2273 | 2359 | 1932 | 2191 | 2275| 2336 | 1965| 2175 |Revenues persh A 2700
1600 187 169f "152| 184 19| 193] 204| 207| 23| 225| 224 | 23| 249 242| 253| 255 290 “CashFlow” persh 350
78| 113 9 8 10| 113 85| 101 104| 113 108| 17| 133 | 137| 137 141 110| 145 Eamingspersh® o 185
48 54 63 70 80| 8 94 98| 102f 103| 104| 104 | 104| 106] 08| 108 f08| 108 |DwdsDecrdpersh S| 120
24312951 J01] 30| 359] 286| 265| 273 298| 278| 249 237{ 217 | 237 | 289] 205, 275 260 [CaplSpending persh 250
637{ 6%| 712| 759) 789| 872; B8I| B97| 942| 970| 990 1019 | 1012 | 1056 | 1099 | 1142 1765| 1230 |BookValue per sh © 1420
2307] 2664 | 3112] 3655 3748 4247| 4340 | 4402 | 4757 4869 | 4972 | 5086 | 5502 | 5570 | 5660 | 5700 5700| 5750 |Common Shs Outstg €| 3900
ST\ 477 83 MBI WS TIT|T 137| 42| 183 165 179 181| 125 138 147 139 |Bakfigkes are |Avg Apnl PIE Ratio 135
48 4 67| 80 | e 104| 105 %8 9| 106 99| 84| 86 85| 73| tvaeiine |Relative PIE Ralio %
109% | 101% | 84% | 71% | [88% | 71%| 72% | 68% | 64% | 59% | 54% | 59% | 62% | 56% | 54% | 55% | ™15 |AvgAnn'l Dwv'd Yield 48%
CAPITAL STRUCTURE as of 6/30/99 9387 | 10009 | 9639 9946 | 11303 | 11999 | 10630 | 12202 [ 12876 | 13386 | 1120 | 1250 | Revenues (Smill) A 1600
Total Debt 661 Smill - Due mn 5 Yrs 1120 mil 421| 456 434| 564| 575| 632 | 743 | 756 766 806| 640 840 |NetProfit (Smil) 110
(Ll;ftzg-,:l‘efgs‘!ocgv’g‘r'gge 2oy s SsOmi 276% | 317% | 346% | 316% | 229% | 352% | 369% | 386% | 379% | 325% | 330% | 330% |Income Tax Rate 0%
45% | 46% | 51% | 56% | S51% | 53% | 70% | 62% | 59% | 60% | 57% | 67% |Net Profit Margin 69%
Leases, Uncapitalized Annual rentals $6 1 mill T [479% [ 502% [ 496% | 402% | 405% | 490% | 474% | 462% | 487% 475% | 465% | 465% |Long-Term Debt Ratio ) 47 0%
Pension Liability None ) 498% | 478% | 488% | 581% | 531% | 458% | 476% | 489% | 459% | 471% | 480% | 485% |Common Equity Ratio 485%
i 7700 | 8319 [ 9183 | 8127 | 9257 | 11315 | 11703 | 12013 | 13564 | 13884 | 1400 | 1450 | Total Capttal (smul) - . | -1725
;’7‘3 AL A O il oty |_979.1 | 10496 | 11416 | 12179 | 12819 | 12974 | 13503 | 14154 | 14966 | 15340 | 1600 | 1660 |Net Plant (sml) 1900
m secs (D area taxcecctol | 78% | 76% | 76% | Q4% | BE% | 75% | 82% | 80% | 7% | 76% | 65% | 75% [Retumon Tolal CapT | 80%

d ble pfd {Dw'd tax-deductibl
fcedt chargs ) o &6 & laxdeductible 105% | 110% | 107% | 114% | 104% | 110% | 121% | 117% | 110% | 111% | 95% | 120% {Returnon Shr Equity .| 130%

fixed charge )

106% | 112% | 108% | 115% | 108% | 113% ) 125% | 121% | 113% | 113% | 95% | 120% |Return on Com Equity 130%
Common Stock 56,911,802 shs 2% 2% 2% | 10% | 4% | 30% | 46% | 38% | 32% | 34% | 10% | 30% |RetanedtoComEq 40%
MARKET CAP $10 biflion (Mid Cap) %% | 98% | % | 91% | %% | 75% | 6% | 71% | 7a% | 72% | 96% | 74% AiDwdstoNetProf | 65%
CUF(R;’:‘ELT_T) POSITION 1987 ) 1998 63089 BUSINESS AGL Resources, Inc is a holding company Its panci-  billion cu #t Throughput breakdown residential, 33%, commercial,
Cash Assets 48 36 140 | pal subsidiary 1s Allanta Gas Light Co, a regulated distnbutor of  13%, industnal, 15%, transportation and other, 39% Has about
Other 2879 2940 2099 | papyral gas to more than 14 million customers in Georgia and 3,010 employees, 16,760 shareholders Chaiman Dawid R Janes
Current Assets 2927 2976 2238 | goipnem Tennessee Also engaged in nonreguiated natural gas Pres & Ch Exec Off Walter M Higgms Incorporated in Georgia
Sg%ttsDFLaeyable Sg ; % ; g?; and power masketing, energy management services, and wholesale  Address 303 Peachires St, NE, Allanta, GA:30308 Telephone
Other . 1438 1251 138 7 | and retal propane sales Fiscal 1998 gas system throughput, 330 404 584 9470 Intemet address www aglr com R
Current Liab 2434 2527 2299 | AGL Resources now has to share its mgratory rush to marketers has been very
Fix Chg Cov 311% 295% 280% | gas-sales business with rival market- costly for Atlanta Gas Light It has been

ANNUAL RATES  Past Past Estd'96-'98| ers. The Georgia legislature has decreed it with a measure of lost revenues and a
ofchange (persh) 10 Yrs Sts - WU | e gas companies 1n the state must es- jump i1n operating expenses—in all, more

ﬁ(?;::ﬁgw" :; 5;:‘: 212://.‘,’ 3332 tablish separate agreements with custom- than $40 million on an annualized basis
Earnings 35% 50% 55% ers (residential, commercial, and industri- Though this cost should diminish a httle
gg’c;‘,j(e\?glfje ' gg:f: ;g:f: gg;z al) to sell them gas, segregating thus func- 1n fiscal 2000, management 1s working to

2 tion from the traditional utility.service of achieve more efficient utihty operations

'?22?' QUARTERLY REVENUES (§ mifl) 4 F’f;‘é'a, flowing the fuel.to the users’ burner tips wvia consolidations and computer-system
Ends |Dec 31 Mar31 Jund0 Sep30| vear | For 1ts part, AGL has formed a new wupgrades The utihty may also ask state )
1996 (3288 4788 2411 1715 12202 marketing subsidiary, Georgia Natural regulators for permission to defer much of
1997 13796 4367 2167 1946 112676 | Gas Service (GNGS), to assume the role of these costs And next year, GNGS should
1998 14023 4839 2470 2054 (13386 merchant 1in competition with the many begin to erase 1ts losses AGL Resources,
;ggg gggg %31 ;g(s}g ggg’ ;;gg other marketers now doing business 1n 1in addition, has dropped out of 1its money-
Georgia. The state 1s hopeful consumers losing marketing venture with Sonat and
Fyl:(a:?l EARNINGS PER SHARE 4 2 ¢ ;:T;'é'a. will benefit from free market pricing of should realize a gain on the sale-back i
Ends |Dec31 Mar31 Jun30 Sep30| Year | natural gas, which should attract enough transaction with its former partner
1996 38 % d04 | 137| sellers to the playing field to justify The utility continues to generate most
1897 53 88 03 d07 | 137 deregulation Under Georgia’s ground of AGL’s profits and cash flow. Its new
1998 25 72 d02 191 14 rules, utility customers have selected their regulated gas transportation tanff should - ‘
;ggg sg 3‘7 ) ;ﬁ. ég Hg gas providers at a rapid rate GINGS may allow better coverage of fixed charges The
continue to hold about a third of the mar- dividend seems secure Still, there may not
Cal- | QUARTERLY DIVIDENDS PAID ¢ Full | ket But the expeditious switchover has be enough earnings to permut a higher
endar |Mar31 Jun30 Sep30 Dec3t] Year | 1., costly for Atlanta Gas Light, AGL’s payout for at least another year This pros-
1995 | 26 26 26 265 | 105 | utihity business, which 1s to blame for most pect 15 factored 1nto the stock’s recent
1996 | 265 265 265 7 107| of the parent’s earmings sag this year price, AGL shares are untimely, but may
1897 1 27 2 2 27 1081 Results may improve in fiscal 2000 be held for their liberal yield E

1933 gz g; g; a 108 (begins October 1, 1999). Gas customers’ Gerald Holtzman Septermnber 24, 1999
A) Fiscal year ends September 30th {C) Next dvidend meeting earty Nov Goes ex | (D) Inc! deferred chgs In '98 $2 34/sh Company'’s Financial Strength B4+

B) Diluted earmings per share Next egs mid-Nov Approx div'd payment dates March | (E) In millions, adjusted for stock splits Stock’s Price Stability~ -~ - 100 i
report due early Nov Excl nonrecumnng tems | 1, June 1, ept 1, Dec 1 w Ow'd reinvest Quarters may not acd to total due to Price Growth Persistence - __ 15 N
‘84, $0 37, '88, 30 15, '95, d$0 83 plan avalable - change In shares outstanding Eamings Predictability - ;- 80

© 1999 Value Line Publishing, nc AR nghts resarved Factual matenal s obiained fom sources believed 1o be rehabla and is prowded without warranties of any kind
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN This publication is stnctly for subscriber's own, non-commercial intamal use No pant
of It may be reproduced stored or rapsmiied in any pnnied, electronic or other form, or used for generatng of marxeting any pnmed or ewectrorec publicalion, service af product

To subscribe call 1-800-833-0046.




RECENT PE (Tralhng 198)HELATIVE 1 33 DIV'D 600/
AGL RESOURCES NYSE-ATG PRICE ] 18 RATIO 19.1 Median 140 VP/E RAT!O ' YLD v 0B :
- ; - : 13| 194 2 3 23
TMEUNESS 4 etz | fian | 1] tes] 101) j8g) Ges] o) et w00 mol el as) wal 2005 | 2003 3008
SAFETY 2 ewrmim LEGENDS g : N
4 . T deiod oy e e T )
ZE&HNflsgAtoo MRa:(SE:dW/SS 2ot : Docket No_04-00034 '
= Markel jor-1.sphl- -
TR PHOJEC%ION,S %I%SS#L 1279 _ : T ' Exhibit CAPD-SB ';
Price Gau: AnSeInE?rllal haded art:’a'.:rlldllcl;ues receT.Isn'): “,u_l*_ﬂl.l Wit . - J“H Direct Testlmony }
A R et e 1 pju= - Appendix -Value Line History ;
Insider Decisions page 24 of 40 '
JFMAMUJJAS - 5
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Institutional Decisions - - . ™S oA | 3
o8 101%93 2012929 301959; Percent §0 - - ) -1yr __sﬂTgc’x _n%sé.
o 5el 50 83 62 | hares ;g e b Ll 2 P R ST Y | LT PRI Jyrm 35 447 F
Hos(ooo) 19356 19789 21203 LT T R T A T T e A T LR R Syr_ 654 212
1983|1984 | 1985|1986 | 1987-| 1988 | 1989 | 1990 | 1991-|1 1992 | 1993 | 1994 11995 | 1996 | 1997|1998 | 1999 | 2000 | ©VALUE LINE PUB, INC |02-04
4827 4600| 3742) 2758 2624 | 2297| 2163 | 2258 2026 -2043 | 2273 | 2355 | 1932 | 2191 [ 2275| 2336 | 1871 | 1880 |Revenues persh A 2200
160 187 169 152 184 190 193 204 207 2317 225 224 -233} 1249 242 2583 229°| ' 265 "Cash Flow" persh” -350
78 113 91 83 r02] 143 25 101 104 113 1:08 M7 133 137 137 1417 9 110 |Earnings per sh B I (/]
48 54F 63 70 80 88 94 ' 98 102 . 103 104 104 104 106 - 108 108 1081 . 108 |Div'ds Decl'dpersh Cw| - 115
243( 295 301 (- .330 359 286 285 273 2954 274 249 237 2171 2% 259 205 250 250 |Cap’l Spending per sh 250
637 692 712 759 789 872 383 897 ,942 370 990 | 1019 | 1012 | 1056 | 1099 | 1142 1153 ] 1175 |Book Value per sh © 1375
2307 | 2664 | 3112| 3655 3748 4247| 4340| 4432 | 4757| 4869 | 4972 | 5085 | 5502 | 5570 | 5660 | 5730.] 5710 | 5750 |Common Shs Outst'g E | -5300
57 47 83 18 115 111 137 42 153, 155 ) 179 151 128 138 147 139 2141, Avg Ann'l P/E Ratio . 135
48 44 67 80 i 92 104 105 98 94 106 98 841 786 85 731 118 “| Relative P/E Ratio "~ 90
109%| 101% | 84% | 71% | 68% | 71%| 72% | 68% | 64% | 59% | 54% ! 5% | 62% | 56% | 54% | 55% | 56% . |Avg Ann'l Div'd Yield ™ 50%
CAPITAL STRUCTURE as of 9/30/99 9387 | 10009 [ 2639 | 9946 | 11303 | 11999 | 10630 | 12202 | 12876 | 13386 | 10686 |, 1080 (Revenues (Snull) A 1300
Total Debt 661 5mill  Due in§ Yrs 112 0 mil 421 | 456| 494| 554[ 575 832 743 756| 766 806| 521 650 |NetProfit{smi) - 100
LT Debt $610 0mil LT Interest $45 0 mil 276% | 317% | 346% | 316% | 329% | 352% [368% | JB6% | 37%% | 325% | 331% | 33 0% lncome Tax Rate 0%
{total interest coverage 2 3x) N - [ s . o o ) A
' - 45% | 46%- 51%-( 56% | 51% | 53% | 70% | 62% 59% | 60% (- 49% | 60% {NetProfit Margin 717%
Leases, Uncapitalized Annual rentals $6 1 mill 479% | 502% | 496% | 402% | 405% | £90% | 474% | 462% | 487% | 475% | 492% | 475% |Long-Term Debt Fatio | 47 5%
Pension Liability Mone 498% | 478%. | 488% | 581% ["511% | 458% | 476% |489% | 459% | 471% | 453% | 475% |Common Equity Ratio | 48 0%
) 7700 | 8319 9183 | 8127 9257 11315 | 11703,/ 12013 | 13564 | 13884 | 1346.3 | 1425 | Total Capital-{(Smill) 1700
Pld Stock$74 3 mil ~ Pfd Div'd 36 1 mi 9791 | 10496 | 11416 | 12179 |-12813 | 12974 | 13503 | 14154 | 14966 | 15340 | 16043 | 1660 Net Plant ($mil) 1850
$74 3mill 8 17% subsidiary obligated mandatonly 78% | 76% | 76% | 94% ] 86% | 75% 30 T 80% L 731 76% 1 55% 1 70% |Ret T ; Sy
redeemable pfd secs (Div'ds are a lax-deductible | :/°% o B AL L o Bam - [Jm - 70% |Return on Total Cap'l 0%
fixed charge ) - . R 105% | 110% [ 107% | 114% | 104% | 110% [121% [ 117% | 110% | 111% ] 73%| 95% ReturnonShr,Equ‘lty., L12.5%
. B 106% | 112% | 108% | 115% ["108% | 113% | 125% | 121% | 113% | 113% | 79% | 95% Return on Com Equity | 125%
Common Stock 57,100,000 shs ~ 2% | 2% | 2% |10% ] 4% | 30% | 46% | 38% | 32%| "34% | NMF|  Nf|RetanedtoComEq~ | —40%
MARKET CAP $10 billion (Mid Cap) 98% | 98% | 98% | 91% | - 96% | T5% |- 86% | 7% | 74% | 72% | 101% | ~98% [AIDwdstoNetProf | 68%
Cu?sﬁl_fg POSITION.. 167 1998 9/:_;0’99 BUSINESS AGL Resources, Inc s a holding company fts princi-  bilion cu ft Througnput breakdown residential, 33%, commércial,
Cash Assets ™ - 48 36 329 | pal submidiary 15 Attanta Gas Light Co, a regulated distmbutor~of  13%, Industnal, 15%, transporiation and other, "39% Has about
Other . 2879 . 2940 1523 | natyral gas Ao more than 14 milion custorers in Georgia and 3,010 employees; 16,760 shareholders Charman. David R Jones
Current Assets 2927 2976 1852 | goythem Tennessee Also engaged in nonrequlated natural gas Pres & Ch-Exec Off Walter M Higgins Incorporated n Georgia
é‘é‘é‘fguiyable gg ; 3(15; - g%g and power marketing, energy management services, and wholgsale . Address 303 Peachtree St, NE, Atlanta, GA 30308 Telephone
Other 1488 1251 129§ | and retal propane sales Fiscal 1998 gas system throughput, 330  404-584-9470 Intemet address www aglresources com
Current Liab 2434 2527 21331 AGL Resources leads the gas distribu- marketers within a year’s time has been
Fix Chg Cov- 311% 295% 232% | tjon industry in facilitating deregula- costly for the unlity, 1n terms.of lost reve-
ANNUAL RATES  Past  Past Estd'96-98| tion. Aimming to hold down energy costs, nues and higher expenses Seérvice costs
géc‘:‘ﬁsgf“m 10_‘1{r3°, 51Y’§‘,/ to 925'92 Georgia has" fostered development’ of a ' and account delinquencies rose sharply in
“Cash Flow" 35% - 25% 609 competitive gas market’ Obeying 'the will fiscal 1999 (ended September 30th), with-
Earnings 35% 50% 35% | of the lemuslature, the state utility commis- out compensating tanff- adjustments In
gg’éf(e\'/’;ie 38,2 ;g:/,: 58?,2 sion has ordered all gas compames i 1ts fiscal 2000, the utihty will defer the hump-
4 charge to segregate their traditional serv- up 1n _operating expenses by amortizing
Ryscal | QUARTERLY REVENUES (§ mill ) A gull | ices That ncludes gas purchasing and them to the extent that lets the system
Ends |Dec 31 Mar31 Jun30 Sep30| Vear | resale, and the delivery of the fuel In ef- earn no more than its allowed return on
1996 13288 4788 2411 1715 [12202] fect, the Atlanta Gas Laght system -has equity of 11 6%, the system, notably,-was
1997|3796 4967- 2167 1946 (12876 epnded-its merchant role as a reseller, turn- able to exceed this benchmark 1n previous
1333 gggg g?g? ?ggg ?gg; }gggg ing that function-over to a new AGL Re- years In:marketing, AGL has sold off its
2000 |320 380 190 190 |1o8p | SOUTces subsidiary, Georgia Natural Gas __money-losing wholesale ventures and s
Services (GNGS) The gas system, as a dis- hopeful of soon elimnating startup -ex-
Fiscal EARNINGS PER SHARE ABF Full .
Year Fiscal{_crete business umit, acts only to flow this- penses in. the'retail end-of the business,
Ends |Dec31 Mar31 Jun30 Sep30| 'year | ‘fiuel to the: customers’ burner tips under ~ and begin to cross into the black -~ =~
1% | 53 8 06 d03 | 1371 full state regulation GNGS 1s a nonregu- The dividend’s thin earnings coverage
}ggg 22 ?g dgg d% }3: lated operation that has to go toe to toe suggests a flat payout for -a whale. The
1039 28 i 12 09 ot with other gas marketers to attract cus- utﬂxgy, .a regulated monopoly, 15 stll
2000 2% - 30 0 25 | 13g| tomers-by offering the bestrprices The...AGLs. chuef moneymaker- On this .basis,
o | QUARTERLY OIVIDENDS FAID Oe state has required all gas users to select a theé dividend seems securé and should con-
g " Full | seller in short order As 1t stands now, tinue to support this untimely stock with a
endar |Mar31 Jun30 Sep30 Dec3l| Year| GNGS 1s the dominant marketer, having - 'liberal yield But income investors should
1985 1 26 26 26 265 | 105 captured a third of the regional market-: note that AGL 1s looking for merger part-
}ggg 3_615 ggs 355 gz }8{7; But AGL's shaft to the new busmmess ner:Rumors and news to that effect might
1998 | 27 57 b 2; 108 structure occurred too quickly. The -spark skittish action in the shares- -
1909 | 97 97 57 5 full migration of system customers to Gerald Holtzrman December 24, 1999
sA) Fiscal year ends September 30th ~ _{ (C) Next dividend meeung eardy ~eb Goes ex | (D} Incl deferred cngs In '98 $2 34/sh Company's Financial Strength B++
B) Diluted earnings per share Next egs mud-Feb Approx div'd payment dates March | (E) In mulitons, adjusted for stock spiits Stock’s Price Stabtlity - g5
(F) Quarters may not add to total due to Price Growth Persistence 5
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way &2 3 g Percent g0 : = v 50 iz
sel 63 50| ghares 40 — - - WIS 11| T T LT 3y 37 39 [:
HU'S0) 19789 21203 22850 T YT e L AT AT T O Syr 340 1076
1984 | 1985 | 1986 | 1987 [ 1988 | 1989 1990 | 1991 | 1992 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 2000 | 2001 | ©VALUE LINEPUB,INC 0305
4600\ 3742, 2758 2624 2297 2163 2258 2026] 2043| 2273 | 2359 | 1932 | 2191 | 2275 | 2336 | 1871 1375 | 1475 |Revenues per sh A. 1965
878 189 1S t84) 10| 199 204 207| 231 | 225| 224| 233 249| 242 65| 229 265) 260 |“Cash Flow" per sh 345
113 91 83 102 113 95 101 104 13 108 117 133 137 137 141 9 115 125 |Earnings per sh B 165
54 83 70 80 88 94 98| 102 103 104 104 104 106 108 108 108 108 108 {Div'ds Decl'd per sh Ca 115
: 295 30 330 353 286 265 273 295 274 243 237 217 237 259 205 251 250 | 250 |Cap'l Spending per sh 250
L 692 712 759 789 B72 883 897 942 970 9% | 1019 | 1012 | 1056 | 1099 | 1142) 1158 .1200 12.00 | Book Value per sh D 1335
2664 | 3112] 3655 3748 4247 | 4340] 43 4757 4869 4972 5086 | 5502 | 5570 | 56860 5730 5710 5670 5670 |Common ShsQutst'g E | 5700
t 47 83 118 1135 111 137 142 153 155 178 151 126 138 147 139 214 Boid nigires are | Avg Annt'| PIE Ratio 140
" Ui S B mho&p ot 05| e8| s| 106 99| s 8| 8| 72| 12 vatueiLine | Rolative P/E Ratio %
t 101% | B4% | 71%7 68%( 71%| 72%] s 8% | 64% | 59% | 54% | 59% | 62% | 56% | 54% 55% | 55% Avg Ann'l Div'd Yield 50%
CAPITAL STRUCTURE as of 12/31/99 10008 | 9639 | 9946 | 11303 | 11999 [ 10630 | 12202 | 12875 13386 | 10688 780 835 | Revenues ($mill) A 1120
Total Debt 679 0mil  Due i 5 Yrs 212 0 mil 456 | 494 | 554) 575) 632 743 | 756 | 765 806| 521) 650| 710 |NetProft (Smull) 950
LT Debt $610 0 mil 5 nterest $45 0 mil 317% | 346% | 316% | 329% | 352% | 6 9% | 386% | 37 9% | 325% | 331% | 430% | 33 0% |Incorme Tax Rae 0%
i (total nterest coverage 2 6x) 46% | S1% | S6% | S1%| 53% | 70% | 62% | 59% | 60%| 49% | 83%| 85% Net Profit Mergn 85%
i Leases, Uncapitahized Annual rentals $8 5 mil S02% | 496% | 402% | 405% | 430% [ 474% | 462% | 487% | 475% | 453% | 455% | % 0% [LongTerm Debl Fatio | 37 5%
Pension Liability None 478% | 488% | 581% |'531% | 458% | 476% | 489% | 459% | 471% 492%°| 490% | 485% [Common Equity Ratio |- 480%
- - - 83191 9183 [ 8127 9257 [ 11315 [ 11703 | 12013 13564 | 13884 | 13458 1345|1380 | Total Cﬂp[!al ($mll) 1585
;’;‘; Srock 55’1“7;’23'“, dl;:f(%,"’ggrzg ;matoﬁly 10496 | 11416 | 12179 | 12813 | 12974 | 13503 | 14154 | 14966 | 15340 | 15985 | 1650 | 1710 |Net Plant [smil) 1900
sredeemable pid. secs (Dryds o g tay. 7% | 78% | 94% | 86% | T5% | 82% [ 80% | 73% | 76%| 57%| 70% | 70% |Retumon ol CapT | d5%
deductible fixed charge ) 0% ) 107% | 114% | 104% | 110% | 121% | 117% | 110% | 111% | 71% | 100% | 105% |Return on Shr Equty | 125%
" . - 112% | 108% | 115% | 108% | 113% | 125% | 121% | 113% 123% | 7%% | 100% | 105% {Return on Com Equity 12.5%
5 Common Stock 56,952,069 shs SR 2R 10% | 4% ] 30% [ 46% | 36% | 2% | 44% | NME| 5% 15% Retatned to Com Eq - 40%
MARKET CAP_$10 billion' (Mid Cap) SB%.| SB% | 91% | 9% | 7% | 86% | 1% | 74% | 64% | 101% | 4% | 86% |ANDWds to Nel Prof §9%
cu;(qu}‘,uELT)- POSITION 1938 1999 1273198 BUSINESS AGL Resources, Inc Is a holding company Its pnnct-  Gas Services markets natural gas at retal, Utilipro provides biling
i Cash Assets "386 329 42 | pal subsidiary 15 Allanta Gas Light Co, a regulated distnbutor of “services for GNGS and other marketers, AGL Propane distributes
: Other 2940 1248 _ 914:(\nawry gas to more than 1 4 milion customers i Georgia, pnmarlly propane Has about 2890 employees, 16,760 shareholders Chair-
: Cuyrrent Assets 2976 1575 956 | Atlanta, and in southem Tennessee Also engaged in nonregulated man & Ch Exec OH Walter M Higgins Incom  Georgia Ad-
S‘ég'tsDﬁ]aeyatf‘le %g - g} g ngg -natural .gas marketing and other, allied services Also wholesales dress 303 Peachtree St, NE, Atlanta, GA 30308. Telephone
: Other 1251 1401 737 | and retails propane -Nonreguiated subsidianes Georgia Natural  404-584-9470 Intemnet address Wwww agiresources com
! Current Liab 227 229 1773 | AGL Resources is bearing- the cost of .In the meantume, the dividend should
Fix Chg Cov 274% _ 262%  280% unbundlmg its gas business. Georgia, a remam secure., Though AGL’s share
ANNUAL RATES  Past Past "Est'd'97-99| leacding proponent of deregulation, has re- earmings should gradually improve 1nto
, ggwgsg’”h) 10_’1"5% -y ‘°_1°‘§gf quired the company to segregate'its tradi- fiscal 2001, 1t may be'a while longer before
“Cash Flow" 25% 15%  60% tional utility services—gas sales and- gas they reach a new high Thus, for this year
Earnings 20% 20% 50% | transportation — and operate each under and next, directors are apt to see no mar-
gg’(;f(e\?;ie 20% S0 19% | separate subsidiaries The transport func- gn for raising the dividend. Still, we ex-
S - tion continues as a regulated business op- pect the board to_be inclined to hold the
Yoa, |  QUARTERLY REVENUES (§ mill) A polli| erated by the Atlanta Gas Light system . quarterly payout at the current rate This
: Ends [Dec 31 Mar31 Jun30 Sep30| Y32 The sale, or marketing, of gas 1s now a prospect 1s largely taken into account at
' 1997 (3796 4967 2167 1946 (12876 deregulated activity competing with other the stock’s recent price, which -sets the an-
}ggg gggg g?g? %ggg -12054 13386 regional marketers Since the utility 1s no, nual dividend ‘at a moderate premium to
2000 11823 213 192 123; “;ggs longer a reseller of gas, 1t has had to turn the gas-stock average But conservative in-
2001 [193 228 207 07 | g3s | over all of its customers to the marketers, vestors should note that AGL 1s seeking a
Fiscal EARNINGS PER SHARE A 8 T of which AGL’s subsidiary, Georgia Natu- merger partner So this stock’s usually
Year | nec 3t Mar 31 Jon 30 Fiscal|- ral Gas Service (GNGS), 1s the largest sleepy price action might display a bit of
Ends | eC ardl Jund0 Sep30) 'vear | The utility’s primary task today 1s to flow turbulence at times due to takeover talk
19971 83 88 03 407 | 137 gas to the end users and bill the marketers Gas marketing won’t expose the utili-
}ggg gg Zg d?g (1)8 13} for this service The restructured company ty to a major business risk. Unhke the
2000 30 40 2 2| 115 has the potential to achieve satisfactory regional marketers, which are vying with
2001 2 - 44 " o5 24 | 15| Profits But it has been a costly transition each other for a share of the field, the util-
cal QUARTERLY DIVIDENDS PAD o GNGS has had hgh startup expemnses, 1ty still has an exclusive franchise as a
en:a'r Mar31 Jun30 Sep30 Dec 31 5”" while the utihity has met with added serv. regulated gas system As a reseller, the
996 | 255 D ec 2 1ce costs and delinquent accounts associa- utility was never allowed by the state to
1997 | 59 5?5 555 21 107} ted with the migration of customers to mark up the cost-of gas for profit, earnings
1998 | 27 5 2; g} 1183 marketers The transition costs may be continue to be based entirely on .the in-
1999 | o7 27 57 57 108 mostly cleared away by the close of fiscal vestment 1n gas plant
- Fis;al 2000 (ends September 30th) Gerald Holtzman March 24, 2000
B{'Duluregyzaa:ne,:gss September 30th " | (C) Next dividend meeting early May Goes ex | (D) indl deferred chgs In'99 $2 78/sh Company's Financial Strength B4+
eport.dug late-Ag, Per sharg Next ogs mid-May Approx divid payment dafes March iE; In milhons, adjusted for stock spit Stock’s Price Stability 100
23 ’ Price Growth Persistence 5
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0 Sel 62 .50  ggfshares 48 - EE S YA I N SRR P L LR 3y 33 991 [
Hi's{000) 21203 22850 19948 TR R A R m s i i - Syr 288 1078
1984 [1985] 1986 1987 | 1988 | 1989 1990 | 1991-| 1992 [ 199311994 [1995 | 1996 [1997-| 1998 | 1999 | 2000 | 2001-| ©VALUE LINE PUB, INC |03-05
46001 3742| 27581 2824} 2297 2163 2258 | 2026 2043 | 2273 | 2359 {71932 | 2191 | 2275 2336 | 1871 1280| 1370 |Revenues persh A 1820
187 189 152: 184 190 193 204 207 23 225 224 233 | 249 242 265 229 275| 295 |“Cash Flow" per sh 350
113 g1 83 102 113 95 100 1047, 113 108 117 133 137 137 141 91 115 1.25 |Earnings per sh B - 175
54 83 70 80 88 94 98 102 103 104 104 . 104 108 108 108 108 108 108 |Div'ds Decl'dpersh C= | 115
285 301 330 359 286 265 273 295 274 249 237 217 23 259 | 205 251 265 265 | Cap'l Spending per sh -250
692 712 759| 789 872 883 897 942 970 990 | 1019 | 10127 1056 | 1099 | 1142 1159 | 1140 | 17160 |Book Value per sh D 1350
56841 3110| 3655] 3748 4347| 4340 432 | 4757 | 4869 | 4972 | 5086 | 5502 | 5570 | 5660 | 5730 | 5710 5400 | 5400 |Common Shs Outst'y E{ 5500
47 83 118 115 - 111 137 142 153 155 179 1511 - 126 138 147 139 214 | Bold fighres are |Avg Ann'l PIE Ratio 130
44 67 80 77 92 104 105 98 9% 106 99 84 86 85 72 122 valueiLine, . | Relative PIE Ratio 85
101 | aaml 719 | 8% | 71% | 72% | 68% | 64% | 59% | 54% | 59% | 62% | 56% | 54% | 55% | 55%| "™ |AvgAnnl Dv'd Yield 50%
CAPITAL STRUCTURE as of 3/31/00 10009 | 9639 | 9946 | 11303 {11999 | 10630 | 12202 | 12876 | 13386 | 10686 590 740 { Revenues (Smill) A 1000:
Total Debt 721 O mil  Due in 5 Yrs 250 0 ml 456| 494| 554 575| §32| 743 756 766| 806) 51| 640| 700 |NetProfit({Smill) . 950
LT Debt SS80 0 mdl LT Interest $43 0 mi 3 7% | 34 6% | 316% | 929% | 352% | 369% | 386% | 7 9% | 325% | 331% | 330% | 330% |Incomé Tax Rate 240%
(total interest coverage 264 - 6% | 51% | 56% | 51% | 53% | 70% | 62% | 59% | §0% | 4%% | 93% | 95% |NetProfit Margin 95%
Leases, Uncaprtalized Annual rentals $8 5 mil S02% | 496% | 402% [ 405% | 490% | 474% | 462% | 487% | 475% | 453% | 465% | 47 5% |Long-Term DebtRato | 465%
Pension Liability None 478% | 488% | 581% | 531% | 458% | 476% | 489% | 459% |' 471% | 492% | 475% | 470% [Common Equrty Ratio 490%
8319 | 9183 | 8127] 9257 11315 [ 14703 | 12013 [ 13564 | 13884 | 13458 | 71290 | 1325 | Total Capital ($rmill) 1535
PrdStock §p43mil  PIADVASE I mill | jose | 11416 | 12179 | 12813 | 12974 | 13503 | 14154 | 14966 | 15040 | 15989 | 1665 | 1715 |Net Plant s 1900
zredeenn:ab?;;;fg’ ::czl (’Sm:;grgtgcz;?ndamny 76% | 76%| 94% | 86% | 75% | 82% | 80% | 73% 16% | 57% | 65% | 70% |Returnon Total Cap'l - 75%
deducnble fixed cnarge ) - . 110% { 107% | 114% | 104% | 110% [ 121% | 117% | 110% | 111% | 71% | 105% | 110% [Returnon Shr Equty | 125%
112% | 108% | 115% | 108% | 113% | 125% | 121% | 113% | 123% | .79% | 105% | 11 0% |Return on Com Equity 125% '
Common Stock 54,285,667 shs 2% | 2% | 10% | 2% | 30% | 46% | 38% | 32% | 44% | MNMF| 5% | 15% |Retamed toComEq 15%
MARKET CAP_$875 miltion (Small Cap) 9% | 98% | 91% | 9% | 75% | 66% | 71% | 74% | 64% | 101%| 94%| 85% |AlDWdstoNetProt |- 66%
CU?&?&S POSITION 1558 1999 /31100 BUSINESS AGL Resources, [nc 1s a holding company Its pnnci-  Gas Services markets natural gas at retail, Utiipro provides billing
Cash Assets 386 329 65 | pal subsidiary 1s Atlanta Gas ‘Light Co, a regulated distnbutor of  services for GNGS and other marketers; AGL Prepane distnbutes
Other 2940 1248 77 8 | natural gas to more than 1 4 milhon customers in Georgia, pmanly  propane Has about 28%0 employees, 16,760 shareholders Char-
Current Assets 2976 1575 -- 843 | aflanta, and i southern Tennessee Also engaged in nonregulaled man & Ch Exec Off Walter M Higgns Incop Georgia Ad-
ég%lfDP%yable 525 ; g} g 1%13 natural gas marketing and other, alled semices Also wholesales ~ dress 303 Peachtree St, NE, Allanta, GA 30308 Telephone:
Other Y 1é51 14017 728 “and retails propane Nonregulated subsidianes Georgia Natural ~ 404-584-9470 Internet address www aglresources com ,
Current Liab 2527 2329 2312 In its baggest” deal ever, AGL Re- which may happen before the end of 2000 _
Fix Chg Cov 274% _ 262% _ 280% | sources plans to acquire Virginia Nat- AGL will form a holding company to
ANNUAL RATES  Past Past Estd'97-93| ural Gas Domimon Resources will sell its facilitate the VNG purchase. VNG 15°a
g;cﬁ‘gagf“’) 10_1’5,,/ SY'go/ ‘“g&?f VNG utility to comply with a regulatory gas distributor serving the Newport News-
“Cash Flow" 28% 18% 6o% | order so that it.can complete 1ts acquisi- Hampton Roads area of southeast “Vir-
Earnings 20% 20% 60% | tion of Consolidated Natural Gas AGL gima Since its gas lines are geographical=’
gg’éﬂe\;‘gﬁje gg:’," - ;g:@ ",gfﬁ’ would buy VNG for $500 mallion-$550 mal- ly too far apart from AGL’s Atlanta. Gas
2 bl * | lion The actual cash price will depend on Light system for the two distmbutors to be
Fiscal | QUARTERLY REVENUES (§mi) A | Fu¥’-| how Dormmmion . wants the deal structured interconnected, the holding company
ECaL |Dec 31 Mar31 Jun30 Sep3g| Rsgd
v | for tax purposes Even assuming a price at structure would give AGL more flexability
1997 [3796 4867 2167 1946 12876 | the lower end of the range, AGL would be 1n financang the needs of each subsidiary
1998 (4023 4839 2470 2054 (13386 | making a large finanamal commitment In addition, AGL may pick up a measure
1399 35:239 3751 1859 1837 |10686 | The purchase 1s apt to be funded im of business synergy o the nonregulated
388(1} 11903 11321 ;;g ;;ZS g% full with borrowmgs. Given 1ts large area of gas marketing, which both Georgia
- regulated utility business, AGL operates and Virgima are encouraging - -
Fiscal |  EARNINGSPERSHAREAB . | Full |y dently with a balance Sheet léveraged AGL shares, which have sold off mod-
Enas_|Dec31 Mar31 Jun30 Sep30| Year | with debt and preferred stock The VNG erately due to the VNG buyout terms,
1997 | 53 8 03 d07 | 137| acqmsition will require additional long- offer generous income. AGL could sell
1998 45 9 d02 19 141} term debt of about $500 million, making some of VNG’s assets if 1t has to ease 1ts
;ggg gg ﬁ 12 09 91| AGL somewhat top-heavy with 65% semior post-merger financial burden Assuming
2001 22 by gg ﬂ ;;g capital (excluding short-term debt) In ef- the curtrent quarterly dividend holds, its
fect, though VNG 1s a profitable utility yeld—nearly two percentage points above
Cat-| QUARTERLYDIVIDENDSPADS= | Full | with a fast-growing customer base, 1its' the gas-stock average -——should give the
endar [Mar31 Jun30 Sen30 Dec31| Year | nairng with AGL would hkely have ‘a’ stock a good underpiimng 1z .the.year-
1996 | 265 265 265 27 107 | small dilutive impact on share earmings of ahead market Still, the lofty yield sug-
1997 | 27 27 271 27° | 108| $0 05-$0 10 Management expects VNG to gests a measure of investment nsk that 1s
1998 ) 27 a7 27 27 108} hegin adding to share earmings within a unsuitable for conservative accounts -
;ggg g; 127L z a 108| year of the- acqusition’s closing date, Gerald Holtzman June 23, 2000
(A) Fiscal year ends September 30th (C) Next dvidend meeting early Aug Goes ex | (D} Incl deferred chgs In 99 $2 78/sh Company’s Financial Strength - - B4+‘
(B) Diluted eammings per share Nextegs - | mid-Aug Approx div'd payment dales March | (E) In milions, adjusted for stock spiit - Stock’s Price Stability ©or 100
repont due late July Excl nonrecurnng gains [ 1, June 1,Agept 1 Dec 1 = Dw'd reinvest i Price Growth Persistenca S .
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1984 | 1985| 1986 1987 | 1988 | 1989 1990 | 1991 | 1992 {1993 {1994 [ 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | ©VALUE LINE PUB, INC |03-05
4600 3742) 2758| 2624 | 2297 2163| 2258| 2026 | 2043 | 2273 | 2359 | 1932 | 2191 | 2275 | 2336 1871 | {1120 "1085 |Revenues persh A 18.20
187 168 152 184 180 193 204 207 23 225 224 233 249 242 265 229 275 285 | “Cash Flow" per sh 350
113 91 83 102 113 95 101 104 113 108 117 133 137 137 141 9N 1.20 130 | Earnings per sh 8 170
54 63 70 80 88 94 98 102 103 104 104 104 106 108 108 108 108 108 | Div'ds Decl’d per sh Cs= 115
29 301 330 359 286 265 273 295 274 249 237 217 237 259 205 251 265 265 | Cap't Spending per sh 250
692 712 759 789 872 883 897 942 970 990! 1019} 1012 | 1056 | 1099 | 1142} 1159, 1145 1165 |[Book Value persh 1350
2664 ] 3112] 55| 3748 4247 4340[ 4432] 4757 [ 4869 4972 | 5086 | 5502 | 5570 | 5660 | 5730 5710 | 5400| 5400 |Common Shs Outstg € | 5500
. 47 83 118 115 11 137 142 153 155 179 151 128 138 147 139 214 | Botd ngures are | Avg Ann'l P/E Ratio 130
44 67 80 77 92 104 105 38 94 106 99 84 36 35 72 122 Value| Line Relative PIE Ralio 85
101%| 84%| 71%| 68%| 71%| 72% | 668% | 64% | 59% | 54% | 59% { 62% | 56% | 54% | 55% | 55% | UM Avg Ann'l Dw'd Yield 50%
CAPITAL STRUCTURE as of 6/30/00 10009 | 9639 9946 | 11303 4 11999 | 10630 | 12202 | 12876 | 13385 | 10686 605 585 | Revenues ($mill) A 720
Total Debt 748 5 mil ~ Due In 5 Yrs 278 0 mil 456| 494| 554 | 575| 632| 743 | 756| 766 | 806| 521 | 650! 700]NetProfit (Smif) 9§30
(&Z(Z‘jst‘e“glocgé“”' 5T iterest $43.0 mil 31 7% | 346% | 316% | 329% | 352% | 360% | 386% | 70% | 325% | 33 1% | 360% | 360% |Income Tax Rate 35 0%
rest coverage 3 3¢) 46% | 51% | 56% | 51% | 53% | 70% | 62% | 59% | 60% | 49% | 108% | 120% |Net Profit Margin 129%
Leases, Uncapitaiized Annual renzals $8 5 mil 502% | 496% | 402% | 405% | 490% | 474% | 462% | 487% | 475% | 453% | 460% | 470% |Long Term Debt Ralie | 47 0%
Penston Liabihty None 478% | 488% | 581% | 53i%.| 458% | 476% | 489% |459% | 471% | 492% | 480% | 475% |Common Equity Ratic 485%
= , 8319 9183 ( 8127 9257 | 11315} 11703 | 12013 | 13564 | 13884 | 13458 1285 | 1325 | Total Capital (Smull) 1535
;;?1 :Slt;(l:l;( gq‘g%?ﬂl:&dl?r?f&frgg(zz :ﬂg\:fl!alonly 10496.| 11416 [ 12179 | 12813 | 12974 | 13503 | 14154 | 14966 | 15340 | 15989 1665 | 1715 [ Net Plant ($null) 1900
sredeemable pid secs (Dv'ds are a tax. T6%| 76% | 94% | B6% | 75% | 82% | 80% | 73% | 76% | 57% | 65%| 70% |Retumon Tolal Capl | 75%
deductible Irxed charge ) 110% | 107% | 114% ) 104% | 110% | 121% [ 117% [ 110% | 111% | 71% | 105% | 110% [Retumon Shr Equty | 125%
112% | 108% | 115% | 108% | 113% | 125% | 121% [ 113% | 123% | 79% | 105% | 110% |Return on Com Equity * | 12.5%
Common Stock 54,186,135 shs % | 2% | 10% | 4% | 30% | 46% | 38% | 32% | 44% | NMF| 10%| 20% |Retainedto ComEq 40%
MARKET CAP_$11 billion (Mid Cap) 9% | 9% | 91% | 96% | 7% | 66% | 71% | 74% | 64% | 101% | 90%| 83% |All Dw'ds to Net Prof %
CURRENT POSITION 1998 1999 6/30/00
SMILL BUSINESS AGL Resources, Inc 1s & nolding company Its orinct  Gas Services markets natural gas at retal, Uthpro provides biiing
Cash Assets 36 329 - - | pal'subsidary 1s Atlanta Gas Light Co, a regulated distnbuter of  services for GNGS and ‘other marketers, AGL Propane distnbutes
Otper 2940 1246 751 | natural gas to more than 14 milkon customers in Georga, primanly  propane Has about 2890 empioyees, 16,760 shareholders Presi-
Current Assets 2976 1575 751 { Atanta, and in southern Tennessee Also engaged in nonregulated  dent & Chief Exec Off Paula Rospot Incorp  Georgia. Address
é‘é%’rsguzyame ) %; :53} g 1ggg natural gas marketing and other, alled services Also wholesales 303 Peachiree St, N E, Atlanta, GA 30308 Telephone 404 584-
Other 1251 1401 559 | and retals piopane Nonregulated subsidianes Georgia Natural 9470 Intemet address www aglresources com -
Current Liab 227 2229 2444 AGL Resources 1s gradually adapting wholesale gas-marketing operation and 1its
Fix Chg Cov Z74% _262% 300% | to deregulation. Georgia, in mid-1999, retal propane venture In the coming
ANNUAL RATES  Past Past Est'd'97-99| mandated the full segregation of energy years, marketing and distribution should
gg\}z"ﬁﬁg’:”m IO_I’B% s‘f’;,/ m:%%? services by utilities 1n the state to foster continue to post moderate earmngs
“Cash Flow” 25%  15%  50% competition In the gas business, AGL's growth Though marketing 15 entirely a
Earnings 20% 20%  60% | distribution system has had to abandon i1ts shareholder-risk business, the -prinapal
[B)gcl)(!j(e\?glie :2;8,2 %gg,: 10% | role as reseller and turn the marketing ef- gas transportation business ‘won’t face
v fort over to a new subsidiary, Georgia Nat- competition and will remain fully regu-
Yoo | QUARTERLYREVENUES (smil)» | Full | ;141 Gas Services The utihity continues as lated to minimize the risk to sharéholdérs
Engs |Dec 31 Mar31 Jun30 Sep30| Year | the franchised comrmon carrer of natural Income 1s still the stock’s main ap-
1997 13796 4967 2167 1946 12876 | gas Between the imtial scramble for gas- peal. Since 1t may be another two vears
}998 4023 4839 2470 2054 113386 | gales business and the transfer of utility before AGL has attained enough earmng
Zggg ?ggg ‘?gg} }g?g . ;gg; 12225 customers to GNGS and rival marketers, power to raise the dividend, AGL wll con-
2000 | 150 165 135 135 | 585 AGL, which began the unbundling transi- tinue to sell on a generous yield
1998, has found the going some- basis Walter Higgins, CEO - since~’98,
Fiscal | EARNNGSPERSHAREA® | Full | ool ML :
Year Fiscat| what chaotic The Atlanta Gas Light utili- recently resigned his position to return to
Ends |Dec 3t Mar31 Jun30 Sep30| 'vear ty has had to deal with abnormally Jugh his former post as CEQ of Sierra Pacific
19971 83 88 03 d07 [ 137| service costs and uncollectible accounts as- Resources Paula Rospot, formerly presi-
lggg gg Zg d?g (1)3 13} sociated with the customer mugration to dent of AGL's utility, 1s the. parent compa-
2000 30 h % 21 13 marketers And GNGS has had to get nys new CEO She will continue to -carry
2001 33 44 o8 25 | 13g| through a costly start-up period © out Mr Higgins’ business plan and wall
o | QUARTERLY DIVIDENDS PAID 5o The worst seems to be behind the preside over the coming acquisition of Vir-
o Mar 31 Full | company. The abnormal expenses are gima Natural Gas, which will give AGL a
£n ar31 Jun30 Sep30 Dec3t| Year dimnimishing, with the state letting the gas new regulated gas-distribution arm 1n
1996 [ 265 265 285 27 107] system defer certain costs and amortize Newport News This $500 mulhon buyout,
;ggg g g; g; g; }gg them to the extent that the utility can to be financed with debt, may dilute share
1999 | 57 57 57 57 f0g| €3Tm 1ts permissible return In addition., earmings by $0 05-$0 10 in the first year
00 | 57 o7 57 AGL Resources has sold its unprofitable Gerald Holtzman --  September 22, 2000
A) Fiscal year ends September 30th (C) Next dividend meeting early Nov Goes ex | (D) Incl deferred chgs In '99 $2 78/sh Company's Financial Strength B+
(E) In mithons, adjisted for Stock’s Price Stability _ 100

B) Diluted eamings per share Next egs
report due fate Oct Exc! nonrecumng gains
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1984 | 1985|1986 ] 1987 | 1988 [ 1985 1990 | 1991 [1992 (1993 | 1994 [ 1995 [ 1996 |1 997 (1998 | 1999 [2000 | 20071 | ©VALUELINE PUB.INC ]03-05
#6001 742\ 2758 26241 207| 2163| 2258| 2026 [ 2043| 2273 | 2359 | 1932 | 2191 | 2275 | 233 18711 1125| 1095 |Revenuespersh A | 1820
87 189 152 84| 10| 13| 204| 207| 231| 225] 224 233| 249| 242 265 229 280| 285|"Cash Flow" per sh - 350
13 9 B 1) 113)  es) tot| to4| 113] 18] 17| 13| 137 13| 714 91| 124 135|Earnings persh B 170
54 81| 70 80| 88| 94| 98| 102) 103| 104 104| 104| 106| 108| t1o8| 1o8| toal 108 Div'ds Decl'd persh Cu | 115 |
295\ 3011 3301 3591 286" 285 273, 29| 278| 24| 23| 17| 23| IS OE® 250" 265 265 |Cap'lSpending per sh 250 |
§92| 712] 754| 789| 872 883| 897| 942 970 90| 1019 1012 | 1055 | 1099 1142 | 11591 1150 1180 |Book Value persh O- * | 1350 l
2664] 3112| 3655] J748] 4247 @M | 4432 | 4757 69| 4972 ] 50% | B®R | B0 505 305710 | 5400] 5400 |Common Shs Oulstg € | 5500 ’

ATy B3 MBTTATS AT a7 132 [ 183| 155| 79| 151] 1261 138 WT | W9 il T2 Avg Ann FIE Ratio 720
“po BTy B0 Tri @) qoel 1050 se| se| 106 99| 84| 8| 5| 72, 12| g Relative P/E Ralio . %
101% | 84%) 71%| 68%| 71%| 72% | 68% | 64% | 59% | 54% | 5% | 62% | 55% | 54% | 55% | 55% | g Avg Al Dwd Yield - | 4%
CAPITAL STRUCTURE as of 6/30/00 10009 | 9639 | 9946 | 11303 | 11999 {10830 | 12202 [ 12875 | 13386 | 10686 | 6074 | 590 | Revenues (3ol A - | 720
Total Debt 748 5 mil  Due in 5 Yrs 278 0 mil 458 | 494| 554] 575) 632) 743| 756 | 766 806] 521| 636]- 750 |Net Profit (Smul) 930
ot oo mil LT Interest $43.0 mil ST | A% | 316% | 329% | 52% [ | BE% |37 %% | 5% | 33 1% | 350% | 35 0% [Income TaxFale | T3 0%
{total mterest coverage 3 3 46% | 51| S8% | Si% | S3% | 70% | 62% | 59% | 650% | 49% | (1% 127% |NetProhtMargn . | 129%
eases, Uncapialized Annual rentals 85 mil | S02% [ 4SE% | 402% | 405% | 39 0% | 474% | 462% | 487% | 475% | 45 % | 46 5% | 47 0% [Long-Term beti Faia 0%
Penston Liability None 478% | 488% | 581% | 531% | 458% | 476% [ 489% | 459% | 47 1% 492% | 475% | 475% |Common Equity Ratio- | 48 5%
, 8319 | $183| 8127 9257 [1i315 11703 12013 | 13564 | 13884 | 13458 | 1905|1350 | Tolal Caplal il = 1535

g;j 3 ock $7d o dl:'{;’c%’:’ggég oy | 10496 | 11416 | 12179 | 12813 | 12974 | 13503 | 14154 | 14986 | 15340 | 15089 1665 | 1715 |Net Plant (Smifl) ' 1300
: VT To%| 76% | 4% | Bo% | T5% | 82w | 80% | TR | Tex | i 7% 75% |Relurn on Total Capl | 7 5%

sredeemable ptd secs (Div'ds are a tax-
deductible lixed charge ) 0% ) 107% | 114% | 104% | 110% | 121% | 117% | 110% | 11 1% | 71% | 110%| 115% |Returnon Shr Equiy - | 12.5%

112% | 108% | 115% | 108% | 113% | 125% | 121% | 113% | 123% 79% | 110% | 115% Return on Com Equity 125%

Common Stock 54,186,135 shs 2% | 2% 10% | 4% | 30% | 46% | 38% | 32% | 44% | NMF| 15% | 25% |Relaned to Com Eq 40%
MARKET CAP_$12 billion (Mid Cap) W | %] 91% | % | 5% | 66% | 1% | 74% | 64% | 101% | &7% | . 80% |All Div'ds to Net Prof 68%
CURRENT POSITION 1998 1999  6/30/00 -
(SMILL) BUSINESS AGL Resources, Inc Is a holding company Nts pnnct  Gas Services markets natural gas at retal, Ulilpro proviges billing
Cash Assets 36 329 -~ | pal subsidiary 15 Aflanta Gas Light Co, a regulated distributor of services for GNGS and cther marketers, AGL Propane distnbutes
Other 2940 1246 _ 751 oy gas to more than 1 4 milion custemers m Georgia, pnmanly propane Has about 2890 employees, 16,760 shareholders Pres-
Current Assets 2976 1575 751 atlanta, and in southemn Tennessee Also engaged in nonreguiated  dent & Chiel Exec Off Paula Rospot Inéorp ‘Georgia Aadress
SEE’:SDP uz:}yable % é g} g 1282 natural gas marketing and other, allied services Also wholesales 303 Peachtree St, NE, Atlanta, GA 30308 Tejephone 404:584
Other 1251 1401 559 |-and retais propane Monregulated subsidianes Georgia Natural 9470 Intemet address www aglresources com
Current Liab 2527 2229 2444 | AGL, Resources’ unbundling transi- gin of safety. Despite Georgia’s competi-
Fix_Chg Cov 274% _262%  300% | t1on 1sm’t leaving lasting financial tive marketing arena for natural gas, the )

A[NNUALRATES Past Past Est'd'97'99| scars. The company has carried out utility 1s apt to remain AGL’s chief
of change (persh) 10 Yrs Vs 10’0305 Georgia’s 1999 legislative mandate to moneymaker. A new rate design reduces

R o/, . 5o, - 0.
f‘ég’ﬁﬁ%fgw-- 21&;: 15592’ 58.;;’ segregate 1ts traditional utility operation the gas-transport,system’s_dependence on
Earnings 20% 20%  55% |into regulated and nonregulated services weather-sensitive demand for fuel | The
Sévéie\?ﬁie ggu/: ;guf; :’,g;: The distribution system, with its infra- state also permuts certain costs to be

i structure of underground mains, continues deferred and amortized to the extent the

Necal | QUARTERLY REVENUES (§ mil)A | Ful as a regulated monopoly The big dif- system can earn-its allowed ret -now at
ysca poly g ¢ urn, n
Ends |Dec 31 Mar31 Jun 30 Sep3o| fscal ference tgclilay 1s that it 1s no longer a buyer 10 6% AGLs regulated systems, more-
1997 13796 4967 2167 1946 1876 | and reseller of gas supphes That mer- over, should afford shareholders a good
1998 14023 4839 2470 2054 13386 | chant role now belongs to the new Georgia measure of nsulation fromd the risk effects
;338 ?ggg ?2(5)11 :g?g }ggz 188?2 Natural Gas subsidiary (GNGS), the doma- of nonutility business We believe the At-
2001 | 150 165 137 138 sg0 | Bant marketer operating in competition lanta system’s recovering profits will pro-
Frocal = v | with other regional sellers The utility 1s  tect the payout, though a quarterly -boost
Yoar RNINGS PER SHARE Fal | now solely a gas transporter, flowing gas might be a year or so away The shares, of-
Ends Dec.31 Mar31 Jun30 Sep30| 337 supplies procured by the marketers to lo- fering a generous yield, are a safe -haven
1997 33 88 03 d07 [ 137) cal end-users The transition, however, for conservative mmvestors ;
1333 ‘z‘g Zg d?g (1)3 13} was costly, especially for the gas system, Virginia Natural Gas serves as a new
2000 0 bt 26 27 | 124 which had to absorb stepped-up service distribution = arm. Serving Newport
2001 13 44 28 30 | 7135 costs and.record account delnquencies as News, this recent $500 million acqusition
QUARTERLY DIVIDENDS PAIT S customers transferred their business to (not now factored into our estimates) may
egg:r " " Full | the marketers Management’s apphcation dilute share earnings modestly in fiscal
ar31 Jun30 Sep30 Dec3t| Year of new operating efficiencies 1s taking the 2001 (ends September 30th) The dilution
1996 | 265 265 265 o7 107 | utality out of 1ts slump, and GNGS 1s clear- mught be lessened or elrminated if AGL

}gg; g; g; g; 27 108} g away 1ts start-up losses In all, earn- finds unwanted assets to sell and uses the
1999 | 97 7 57 ?); J‘gg ings now seem to be on a forward heading  proceeds to pay down the acquisition debt
5 57 < -~ | The dividend 1s getting a wider mar- Gerald Holtzman December 22, 2000
tgg gﬂsfgdyear ends September 30th *00; $0705 plan avalable Company’s Financial Strength - By
20T e Ieammgs per share Next earnings | (C) Next,dividend meeting eary Feb Goes ex | (D) Inc! deferred chgs In'99 $2 78/sh Stock’s Price Stabiity 100
3037 ,g‘; Jan Exlcl nonrecumng gans 1 mid-Feb ' Approx div'd payment dates March | (E) In millions, adjusted for stock split Price Growth Persistence  .° - "5
ooesr 08, $0 15, '95, g3 83,99, $039, |1, Jure-1, Sept 1, Dec 1 = Divd reinvest, - Earnings Predictability © T .65
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;gz 1:2, g?] 24 shares 40 —= i T } tHrH 3yr 191
Shares 20 " , P Y R SRR T y
Hi'S000) 20489 22115 22338 LTI TSIy A T L YT nhll”m T T T e Syr 491
1985|1986 | 1987 [ 1988 19891990 1991 | 1992 | 1993 | 1994 | 1995 1996 | 1997 (1998 | 1999 | 2000 | 2001 | 20062 | ©VALUE UNE PUB,INC |04-06
3742 27581 2624 | 2297| 2183 2258| 2026 2043 2273 | 2350 | 1932 21911 2275 2336 | 1871 1125 1145) 1180 Revenues per sh A 1370
169 152 184 190 193 204 207 231 225 224 233 249 242 265 229 286 340 | 345 |“Cash Flow” per sh 380
91 83 102 113 95 101 104 113 108 117 133 137 137 141 91 1.29 140 150 |Earmings per sh B 170
63 70 80 88 94 98 102 103 104 104 104 106 108 108 108 108 108 108 | Div'ds Decl'd per sh Ca 115
301 330 358 286 265 273 295 274 248 237 217 237 258 205 251 292 265| 2.50 |Cap'l Spending per sh 250
712 7591 789 872 883 897 942 970 980 | 1019 1012 | 1056 | 1099 | 1142 | 1159 1150] 1185] 1260 Book Value per sh © 1410
3112| 3655| 3748 4247| 4340 4432| 4757 4859 | 4972 | 5086 | 5502 5570 | 5860 | 5730 | 5710 5400 54.25| 5600 |Common Shs Outst'g E [ 5700
83 118 115 111 137 142 153 155 179 151 126 138 147 139 214 136 | Botd tigres are |Avg Ann'l P/E Ratio 150
67 80 77 92| 104 105 9 9% 106 9 84 86 85 72 122 90} ValuejLine Relative P/E Ratio 100
84% | 7V%| 6B%| 71%| 72% | 68%| 64% | 59% | S4% | 59% | 62% | 56% | 54% | 55% | 55% | 62% US| Avg Annl Dw'd Yield 48%
CAPITAL STRUCTURE as of 12/31/00 9639 9946 ( 11303 | 11999 | 10630 | 12202 (12876 | 13386 | 10686 | 6074 620 560 | Revenues (Smill) A 780
Total Debt 1328 6 mili  Due tn 5 Yrs 885 0 mil 484 S54| 575) 632| 743| 756 766 | 806| 52| 711| 780| 840 |NelProfit (Smilf 970
LT Debt $550 0 mill LT Interest $43 0 mil HM6% | 316% | 329% [ 352% | 369% | 386% | 379% | 325% | 33 1% | 34 3% | 36 0% | 360% |Income Tax Rate 36 0%
Eg;‘ﬂ;g‘%f;;;g,’;gz i renicls 5183 mil | 1% | 58% | S1% | 53% | 70% | 62% | 59% | 80% | 49% | 117% | 126% | 127% NetProft Margn 124%
Pension Liability $6 7 mifl in"00vs $5 3 mill n 496% | 402% | 405% | 490% | 474% [ 462% | 487% [475% | 453% | 459% | 54 5% | 510% Long-Term Debt Ratio 50 0%
'99 488% | 581% | 531% | 458% | 476% | 489% | 459% [471% | 492% | 483% | 405% | 445% |Common Equity Ratio 46 0%
- 9183 | 8127 | 9257 | 11315 [ 11703 {12013 [ 13564 [ 13884 | 13458 | 12862 | 1580 | 1590 |Total Capital (Smull) 1750
Pfd Stock §74 3mill  Pfd Div'd $6 1 mill 11416 112179 [ 12813 | 12674 | 13503 | 14154 | 14966 | 15340 | 15989 | 16375 | 1730 | 1775 | Net Plant (Sml}) 1925
§74 3 mill & 17% subsidiary oblgated mandatonly ; o | 86% | 75% | 82% | 80% | 7% | 76% | 57% | 74% | 70% | 70% |Retunon Tolal Capt | 7%
redeemable pfd secunties (Div'ds are a tax- 76% | 94% | 86% i s ~ y ’ N - P >
deductible fixed charge ) 107% [ 114% | 104% ) 110% | 121% | 117% [ 110% |111% | 71% | 102% | 120% | 12.0% |Return on Shr Equity 120%
VE 108% | 115% | 108% | 113% | 125% | 121% | 113% | 123% 79% | 115% | 12.0% | 120% |Return on Com Equity 120%
Common Stock 54,208,371 shs 2h| 10% | 4% 30% | 46% | 38% | 24% | 30% | NMF| 18% | 30% | 35% |Relaned toCamEq 40%
MARKET CAP_$1 1 billion (Mid Cap) 9% | 91% | 96% | 75% | 66% | 71% | 79% | 76% | 119% | 84% | 77%| 72% |All Dw'ds to Net Praf 8%
CU%?AEIEIS‘_-I)' POS{ITI‘ON 1999 2000 12/31/0(). BUSINESS AGL Resources, Inc Is a holding company Its pnnci-  Gas Services markets natural gas at relzgnlf “Utilipro provides billing
Cash Assets 329 20 20 | pal subsidiary 1s Atlanta Gas Lignt Co, a regulated distnbutor of services for GNGS and ather marketers, AGL Propane distnbutes
Other 1246 977 2057 | naturaf gas to more than 1 4 milion customers 1n Georgia, pnmanly  propane Has about 2890 employees, 16,760 shareholders Presi-
Current Assets 1575 997 2077 | aganta, and in southem Tennessee Also engaged in nonregulated  dent & Chief Exec Off Paula Rospot. Incorp Georgia Address
éctt:)ttsDPayable 313 %40 807\ natural gas marketing and other, allied services Also wholesales 303 Peachiree St, NE, Allanta, GA 30308 Telephone 404-584-
Oteher ue 1%? 1851)(25 ?gg? and retails propane Nonregulated subsidianes Georgia Natural 9470 Intemet address www aglresources com
Current Liab 2229 2848 9494 | AGL Resources is mmproving its divi- Utility operations will remain the
Fix Chg Cov 262% _239% 215% | dend coverage. Back in 1998, Georgia chief business activity for a while,
ANNUAL RATES  Past Past Estd'98-'00! regulators began to place certain tradi- likely contributing more than 90% of
g;ﬁ”ﬁﬁé’f’sm 10_;’;,/ 51’5,,,‘ ‘°;?45'9,5 tional energy services under a deregulated earmings and cash flow. Since the At-
“Cash Flow" 30% 25% &65% | category Under the state’s new ground lanta Gas Light system 1s no longer a
Earnings 15% .. 60% | rules, the Atlanta Gas Light utility had to reseller of gas, but a-transporter, 1t 1sn’t
gg&ie\’/flie s 1 3% 1%% | expedite the transfer of its resale custom- exposed to unrecovered purchased fuel
- > ers to marketers, including the parent’s costs And the utility’s mmproved rate de-
Fecal | QUARTERLY REVENUES (§ mill) A Foll | subsidiary, Georgia Natural Gas Services sign should insulate it more from the ad-
Ends_|Dec 31 Mar31 Jun30 Sep30| Veit | (GNGS) It was a costly experience in verse financial impact of warm winters
1998 14023 4839 2470 2054 [13386 | terms of the extra customer service  AGL has acquired Virgimia Natural
1999 13039 3751 1850 1837 |10886 | endeavor that was needed and the un- Gas. This $500 mullion purchase adds a
200? 1823 1601 1318 1332 | 8074 | Collectible Bulls In fiscal 2000 (ended Sep- new regulated distribution arm, this one
5332 11%0 ;gg ;g; ;gg ggg tember 30th), the utility business began to serving the Newport News area The-deal
Frcal go along more smoothly This year, the gas was financed mainly with borrowings We
Year EARNINGS PER SHARE 4 8 Fol | system, functioning now as a gas trans- expect management to use -the proceeds
Ends |Dec31 Mar3t Jun30 Sep30| vagf porter and assumung less business risk from asset sales to pay down the added
1998 |45 79 d02 19 [ 141 than before, continues to pare operating debt to sustain a share-earmings benefit
;ggg %g ﬁ ;g gg 13; costs A recent acqusition 1s also provid- from VNG But the accretion might be
2001 4 ) 27 % 140|108 financial benefits So, the utility’s  small at first, if AGL has to sell more com-
2002 44 5 ) % | 1s5p| armngs chmb has more than offset the ef- mon shares to balance the swell 1n senior
fect of competitive pressure on GNGS, capital Though the nonregulated earnings
Cal- | QUARTERLY DIVIDENDS PAID Sa Full | which 1sn’t fully recovening the steep rise base may grow in the coming years, AGL
endar |Mar31 Jun30 Sep30 Decdt| Year in gas costs In all, the dividend 1s getting 1s still best suited as a good-quality income
1997 | 27 27 27 27 108 | better earmings coverage But don’t expect vehicle Its current yield 1s above the peer-
1998 | 27 27 27 108] a dividend boost until after the payout group average, reflecting the probable ab-
;ggg g; g; g; g; lgg ratio falls below 70%-—and that may not sence of a near-term dividend hike
1.1 o7 happen before fiscal 2003 Gerald Holtzman March 23, 2001
(A) Fiscal year ends September 30th (C) Next dividend meeting in early May Goes | (D) Incl deferred chgs In'00 $3 19/sh Company's Financial Strength B+
(B) Diluted earnings per share Next earnings | ex in mid-May Approx div'd payment dates {E) in milhens, adjusted for stock spht Stock's Price Stability 100
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1985]1986] 1987 1988 1989 ] 1990 ] 1991 | 1992|1993 {1994 | 1995 [ 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | ©VALUE LINE PUB, INC -| 04-06
37421 2758 2624| 2297 2t63| 2258| 2026 2043 2273 2358 1932 2191 | 2275 2336 | 1871 .1125[.2065| 2220 |Revenuespersh. A. | 2400
1869 152 184 190 193 204 207 231 |- 225 224 233 248 242 265 229 286 345 355 |“Cash Flow" per sh 3.80
Rl 83 102 113 <9 101 1044 113 108 117 133 137 137 141 il 128 160| 165 Earningspersh® .. |- 185
- 63 -70). 80 88 94 . .98 102]-103 104 104 104 106 108 108 108] . 108 108 108 DIvdsDecIdpershc- 115
301 330 359 286 265 273 295 274 249 237 | 217 237 258 205 251 292 265} 250 |Cap’l Spending per sh. 250
712 759| . 789 8721 883 897 942 970| .990| 1019 | 1012 |.1056 | 1099 | 1142 | 1159 1150 | 1220  12.90 |Book Value per sh © 1535
3112| J655| 3748| 4247| 4340 4432 4757 4869 | 4972 | 5086 | 5502 | 55707| 5660 | 5730 | 5710| 5400| 5450 | 5500 |Common Shs Qutst'y ET 5700
g3 118 115 1119 137 142 153 155 179[. 151 126 138 147 139 214 136 | Boid figures are | Avg Ann'l P/E Ratlo - 155
67 ' 80 n 92 104 105~ 98 94 106 99 84 86 85 7 121" 90 Value\Line Relative P/E Ratio 105
84% | 71%| 68%| 71%| 72%| 68% | 64% | 59% | 54% | 59% | 62% | 56% | 54% | 55% | 55% | 62% | """ . |Avg Annl Divd Yieid 40%
CAPITAL STRUCTURE as of 3/31/01 9639 | 9946 | 11303 | 11899 | 10630 | 12202 | 12876 |-13386 | 10686 | 6074 | 1125 1220 Revenues (Smill)-~ o 1375
Total Debt 1256 3 mill Due in 5 Yrs 8150 mil 494 | 554| 575| 632 -743| 55| 766 806! 521 71| 880| 910 NetProfit($mil) & - - 105
LT Debt $890 0 mil LT Interest $65 0 mil 34 6% | -316% ] 329% | 352% | J69% | 386% | 379% | 325% | 331%-| 343% | 36 0% | 960% |Income Tax Rate" 36 0%
(tatal interest coverage, 2 5x) o |- o o o o o Aot o e
Lazses, Uncamtaliad Anmyal contals §183 mil |- 51% | "56%| 51% | 53% | 70% | 62% | S9% | 60% | 49% | 117% | 78%) 75% |NetProfitMargn - |- 76%
Pension Liabiirty 58 7 mil 1’00 vs $53mil n | 496% | 402%.| 405% | 490% | 474% | 462% | 48 7% | 475% | 450% | 450% | 550% | 540% |Long-Term DebiRalio | 530%
‘99 488% | 581% | 531% | 458% | 476% | 489% | 459% | 471% | 492% | 483% | 405% | 350% |Common Equity Ratio- | 375%
| 9183 8127| 925711315 ; 11703 | 12013 | 13564 | 13884 | 13458 | 12862 | .1640| 2035 Total Capital ($miil) 2350
;;d Stock $74 3mill  Ptd Div'd S6 1 mil 11416 | 12179 | 12813 | 12074 | 13503 | 14154 | 14966 | 15340 | 15989 | 16375 | 2050 | ' 2100 |Net Plant ($mil)) ™ 2350
43 mil 8 17% subsidary obligated mandatonly o —gue g% | 75% | 82% | 80% | 73% | 76% | S7%| 74% | 75% | 70% |Retumon Total Capl |_70%
redeemabie pfd secunties (Dv'ds are a tax- e o o ok N ° @ ° ° ° P, -
deductible fixed charge ) 107% | 114% | 104% | 110% | 121% | 117% | 110% {111% [ 71% { 102% | 130% | 130% |Retum on Shr Eqully' 12.0%
108% | 115% | 108% | 113% [ 125% [ 121% | 113% | 123% 79% | 115% | 130% | 130% HetumonCcmEquny,' 120%
Common Stock 54,400,000 shs- - 2% | 10%| ~4% | 30% | 46% | 38% | 24% | 30% | NMF| 18% [ 40% | 45% RetanedtoComEq -44%
MARKET CAP 313 billion (Mid Cap) 9% | 91% | 96% |+ 75% 0 66% | Ti% | 79% |- 76% | 119% | B4% | 68% | . 65% |ANDivdstoNetProl .| 62%
CUH&TL'I; POSITION 1999 2000 301 BUSINESS AGL Resources, Inc 1s a holding company lts pnnc-  Gas Services markets natural gas at retal,-Utlipro provides billing
Cash Assets: 29 - 20 122 | pal subsidiary 1s Atlanta Gas Light Co, a-regulated distnbutor of services for-GNGS and other marketers, AGL Propane distnbutes
Other 1246 _ 977 1886 | natwral gas to more than 14 millon-customers in Georgia, pnmanly  propane Has about 2890 employees, 16,760 shareholders Presi-
Currganl Assets 1575 997 2008 | Afanta, and i southern Tennessee Also engaged in nonregulated  dent & Chiet Exec_ Ofi . Paula Rospot Incorp  Georgia..Address
‘S‘é%’f;uaayable g;’ g 1:63‘113 3223 natural gas marketing and other, allied services Also wholesales 303 Peachlree St, NE', Atianta, GA 30308 Telephone 404-584-
Other 1401 896 1858 | and retals propane Nonregulated subsidianes Georgia Natural 9470 Intemet address www aglresources com ~
Current Liab 2229 2848 6329} AGL Resources seems to have moved Management 1s giving nonutility ac-
Fix Chg Cov 262% _239%" 245% | into high gear. Georgia’s deregulation tivities close attention. Apart fromi -1ts
ANNUALRATES Past  Past Estd'98°00| prograin, set in motion 1n 1998, came on to success in beginnmg to attan profits for
ggcz"ﬁﬁé’f”h) 10_;’550/ 5_1’8,/ “"’%gg fast for a good many participants in the 1its gas marketing and trading businesses,
“Cash Flow" 30% os5% - rg5% | state It put AGL through a period of cost- AGL 1s taking new directions. Georgia has
Earnings . 15% --. 75% _| ly customer dislocation and financial flux awarded AGL Networks the authonty to
gg’[;dke\?glz 15%  10% 10 as 1t tried to adjust to the restructured operate as a Competitive Local Exchange
] 25% 25% 50
business arena Earmings were undercut Carner throughout the staté Ths permit
Flscal | QUARTERLYREVENUES(§mili) | Full } firther by the cost of starting up new enables the new subsidiary to sell equup-
Year {Dec 31 Mar31 Jur30 Sep3o| Fisca! By
Ends [V€C ar um P30| Year | deregulated energy ° ventures Lately, ment and services to telecom compamnes
1998 (4023 4839 2470 2054 [13386| though, management has been steering To _meet 1its business objectives,. AGL
1999 | 3239 3751 1859 1837 |10686 | AGL along a smoother course It has got- Networks proposes to build and manage a
ggg? ;ggg ;‘328; ;%812339% 1?%“ ten 1n better control of AGL's businesses, fiber optics network around metro Atlanta
2002 1325 375 260 260 |1220 enabling the regulated utility and the non- As a start-up -effort, however, a meaning-
- ted segments to aclueve, overall,. a . ful profit may. be deferred for another year
Fiscal|  ECARNNGSPERSWAREA® | Ful | oo™
Year Fiecal| much higher level of earnings Results for or so, or perhaps a little longer, given the
Ends |Dec31 Mar31 Jun30 Sep30| vear | the second quarter of fiscal 2001 (ends slowing domestic economy -- --- —:*
1998 | 45 79 d0 19 | 141] September 30th), were led upward by the” AGL remains largely an incorme stock.
;ggg 233 - ‘ﬁ ;_é 08 191 utility The company reports that newly Thé.regulated utihity may contribute more
2001 “ 23 % :;%. 1‘2.% acquired Virgimia Natural Gas, a dis- than 80% of earmings through fiscal 2002,
2002 | 50 - 707 25 - 20| 155 tributor, has been quickly integrated with: with the company leveraged heavily with
the utility segment. Apparently, VNG add- semior capital Though AGL's use of tax-
Cal- | QUARTERLY DIVIDENDS PAID G Full | ed to share earmings in the March quarter deductible preferred stock provides a
endar [Mar31 Jun30 Sep30 Dec3t| Year| ., the peak sales 1t generated in this share-earmings advantage, management’s
1997 v 2727 a2 108| winter period AGL may now be Teturming efforts to build profits from shareholder-
198 ) 2727 A 108) to a more pronounced seasonal earnings nsk ventures,may rule out.a dividend 1n-
;ggg g; g; g; g; }gg pattern, though the totals for this year crease through fiscal 2002. B
som | 97 57 and next may be 1its best ever, by far i Gerald Holtzman June 22, 2001
(A) Fiscal year ends September 30th - (C) Next dividend meeting In early Aug Goes | (D) Incl deferred chgs 9/30/00 $3 19/sh Company’s Financial Strength B+
(B) Diluted earmings per share Next earmings | ex in mid-Aug Approx div'd payment dates (E) In millions,.adjusted far stock sphit Stock’s Price Stability: _ _ ._..100
. - -Price Growth Persistence. -]

- _| Earnings Predictabiitty - -_ -7’60
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Hd'f0l) 22338 23798 25387 T A eT e YT T A TR [T T CTErTT Syr 307 876
1985|1986 [ 1987] 1988 | 1989 | 1990 1991 | 1992 /1993 [ 1994 [ 1995 | 1996 | 1997 1998 1999 | 2000 [ 2001 | 2002 | ©VALUE LINE PUB., INC | 04-06
3742 2758 26i24, 2297| 2183 2258 2026 2043 | 2273 2359 | 1932 C2191 ) 275 2336 | 1871 1125] 1810 2045 | Revenues per sh A 2455
169 152 184 1901 193 204 207 231 225 224 233 249 242 285 22 286 325 345 | “Cash Flow” per sh 4.20
91 83 102 113 951 101 104 113 108 117 133 137 137 141 g1 129 150 165 Earnings per sh B 205
63 70 80 88 94 98 102 103 104 104 104 106 108 108 108 108 108 108 |Div'ds Decl'dper sh Cu | . 116
301 330 358 286 265 273, 295 274 249 237 217 237 259 205 [v 251 29 225|. 2.25[Cap’l Spending per sh 305
712 759 789| 872 883 897 942 970 990 | 1019 ] 1012 10561 1099 [, 4142 | 1159 1150 1200 1255 Book Value per sh © 1545
a1 12] 3655| 3743] 4247 4340 4432] 4757 | 48691 49 721 5086 5502 | 5570 | 5660 | 5730 | 5770 5400 5500 5500 [Common Shs Ouist'g E | 5700
83 118 5 111]. 137 142 193 155 179 151 12617138 147 139 214 136 | Bold figres are |Avg Ann'l P/E Ratio - J 155
67| - 80 77 92 104 105 98 94 106 99 84 86 85 72 122 o0 Valuel Line Relative P/E Ratio 105
B4% | 71%| 68%| 71%| 72%| 68%| 64% | 59% | 54% | 59% | 52% | 56% 54% | 55% | 55% | 62% | T avg Anm Oiv'd Yield %
CAPITAL STRUCTURE as of 6/30/01 9639:| 994511303 | 11999 | 10630 12202 | 12876 | 1338 6 10686 | 6074 995 | 1125 [ Revenues ($mull) A 1400
Total Debt 1109 7 mill Due mn 5 Yrs 815 0 mil 494| 554 575 632| 743| 756 | 766 806 S21| 7i1| .835| 910 |Net Profit (S 120
e $o1e o LT e STsOmil . 3iGw | 6% | R0% | B0% | B | Bow | 9% [ BH B T 0% | 340% [income Tex Rate 0%
ik lerest coverage 2 o e Soo M) S1%| 56% | 51| S¥ | 70% | 62% | 59% | 60% | 49% | 117% | 84%| 1% |Net ProhtMargn 84%
Leases, Uncapitalized Annual renials $18 3 mil | 496% | 402% | 405% | 430% | 474% | 462% | 487% |47 5% | 953% | 459% | 620% [ 53.7% Long-Term Debl Ratio | 50 0%
Pension Liability $6 7 mill in'00 vs $5 3 mill in 488% | 581% | 531% | 458% | 476% | 489% | 459% | 47 1% 482% | 483% | 380% | 410% |Common Equity Ratio 50 0%
'99 - - - 9183 | 8127 9257 | 11315 | 11703 | 12013 | 13564 | 13684 13453‘ 12862 | 1725 | 1690 | Tolal Capial (Smill) 1755
PId Stock None 11416 | 12179 | 12813 | 12974 | 13503 [.14154 | 1496 6 '15340 15989 | 16375 | 1765 1890 |Net Plant ($mill) .~ 2365
76% | 94% | 86% | 75% | 82% | 80% | 73% 76% 57% | 74%| 50%| 55% |Returnon Tatal Cap'l 70%
Common $tock 54,807,072 shs ~ 107% | 114% | 104% | 110% | 121% | 117% [ 110% [111% | 71% | 102% | 125% | 130% |Return on Shr Equly « |1135%
MARKET CAP $12 billion (Mid Cap) 108% | 115% | 108% | 113% | 125% | 121% | 113% | 123% | 79% | 115% | 125% | 130% |Return on Com Equty | 135%
CURRENT POSITION 1399 2000 6/3001 2% | 10% 4% | 30% | 46% | 38% | 24% | 30% NMF [ 18% | 35%| 45% |Relaned toComEq, |- 60%
ca S(gM)\LSLS L B9 - 20 a5 | k| 91% | 9% | 5% | 66% | Ti% | 79% | 76% | 119% | 84% | 71% | 65% |AlDw'ds o Net Prof - 56%-
Other 1246" 977" 1739 | BUSINESS AGL Resources, Inc 1s a holding company Its panci-  Gas Services markets natural gas at retail Acq Virginia Natural
Current Assels 1575 99.7 1784 | pal subsidiary 1s Allanta Gas Light Co, a regulated distnbutor of Gas, 10/00 Sold Utihpro, 3/01  Has about 1,838 employees .,
Accts Payable 313 340 640 nawral gas to more than 1 8 millon customers i Georgia, pnmanly  Offs /dirs own 1 1% of out com shs Améncan Gentury Inv owns
B?r?etroue . 1%? 13&‘2 Sg? g Atlanta, and in southern Tennessee Also engaged in nonrequiated 5 7% of com, shs (1200 Proxy) President & CEO Paula Rospot.”
Current Liab T2229 2848 5003 | natural gas marketing and other, alled services Also wholesales Incop  Georgia Address 303 Peachiree St, NE, Allanta, GA
Fix Chg Cov 262% 239%  235% | and retals propane Nonregulated subsidianes Georgia Natural 30308 Telephone 404-584-9470 Intemet www agiresources com
ANNUAL RATES Past Past Estd'9s'00| AGL Resources’ seasonality has in- should have earned more money than it
ofchange (persh) 10 Yrs 5Yrs to '04-'06 creased due to its acquisition of Vir- did from the venture over- the pasf year,
f‘ceg’:g‘}‘:’?gw.. § g:';' . ‘é‘g‘;/" 8555:; gmia Natural Gas (VNG). VNG, a local given the favorable pricing for natural gas
Earmings 150 . 9%y | distmbution utility, generates most of its After making numerous attempts to obtain
Dwidends 15%  10%  10% | 1income dumng the wimnter months, when proper documentation of Dynegy’s activ-
Book Value 25%  25%  50% gas 15 1 demand to heat buildings and ities as asset manager of the JV, AGL'has
f‘;}scz‘- QUARTERLY REVENUES (Sl ) A | Full | homes The purchase weighed down earn- filed swt against Dynegy for failure.to dis-:
Ends |Dec 31 Mar31 Jun 30 Sep 30| Fscal ings 1n the June quarter with higher inter- close an accounting of transactions, and -
1998 4023 4839 2470 2054 [13386| est expense than the year-ago period, as seeks termination of the partnership .. -..
1898 13239 3751 1859 1837 |10686 | well as goodwill amortization Consequent- AGL's Georgia utility, - Atlanta - Gas
2000 11823 1601 1318 1332 | 6074 ly, earnings per share declined 35% year Light, has come under pressure from
2001 12948 35087 1757 1739 | 995 over year, to $017 (Note AGL will no regulators. The Georgia Public Service
002 1315 375 215 220 |1125 longer amortize goodwill beyond Septem- Commission has launched a rate review’ of
Ff”' . - EARNINGS PER SHARE A B Full | ber 30, 2001, 1n adherence to SFAS 142) the utility, under the premse that it is,
Engs |Dec3l Mardl Jun30 Sep30 Rscall The company will change its segment earming above the allotted 11%, return jon-
1998 & 79 d02 19 | 741} reporting format in fiscal 2002 (begins equity (ROE) The company maintans;:
,1999 28 42 12 09 91| October 1, 2001) Presently, AGL breaks however, the utility’s ROE 15 9 9% A-ver-
2000 o 4 % 321 129 out performance into two categories . Utih-  dict will be reached 1n March 2002 | | TEe
2001 a8 17 09| 150 ty and Nonutihity Sequent, a nonregulated -This issue remains suitable; ' for
2002 | . 50 025 20| 165 . wholesale-energy trading unit; has been income-oriented investors. »AGLHS‘tOC,LL_: -
 Cal- | QUARTERLYDIVIDENDSPAIDCa | Fruy | included in the Utility segment, but will displdys excellent Price Stability over, t_l;ﬁ'
endar |Mar3t_Jun30 Sep30 Dec3t| Year | be disclosed separately - ) long term, though with httle Price;Grow.
1997 | 27 27 27 27 108| The nonutility segment has been un- Persistence The company’s move 1{1_@_9%“‘2
1998 | 27 27 27 27 108 | profitable this fiscal year, but the com- regulated businesses 1s -11k<_31}’“ht°-cg ;
1999 | 27, 27 2721 |- 108| pany has questioned the results of its  touch of volatihity to these: share: 3
2000 1 277 27 7 Ty 108, retail-gas trading joint venture (JV) with AGL continues to operate prim Aﬁzy-,‘g ;
2001 | 27 27 27 Dynegy and Peidmont Natural Gas, called regulated local distribution Cang)?’:Lgl ‘-‘2'
: . , SouthStar Energy AGL beleves that it Michael P Maloney SeptemOer 2°;
Company’s Financial Strengthy
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drd2| 2758| 2624| 2297( 94 83| 2258| 2026 2043 2273 2359 | 1932 2191 | 2275 2338 1871 11.25( 1910 2100 |Revenues persh A 2455
169 152 184 190 193 204 207 23 2251 224 233 249 242 265 229 288 320) 345 [“Cash Flow" per sh =420
St B 10 i3 es o] ro4| 113( 18] 147] 1m| 197 137 t4 81| 129\ 150| 165 |Earmings per sh © 205
63 70 B0 88 94 98 102 103 104 104 104 108 108 108 108 108 108 108 | Div'ds Deci'd per sh Ca 116
301 330 353 286 265 273 295 274 249 237 217 237 25¢ 205 251 292 225 225 |Cap’l Spending per sh 305
IJQ’ 759’ 789 872’ 883’ 897’ 942’ 970 930 1019’ 1012 | 1056 | 1099 1142’ 1159{ 1150’ 1200] 1255 Book Value'per sh © ’ 1545
SU12| W] e[ 24| 40| #B| 4737 9691 49721 S0 [ 5502 70| 5660 5730 | 5770 5400 85001 5500 |Common Shs Outstg € | 5700
83 118 115 11 137 142 153 155 179 151 126 138 147 139 214 136 146 Avg Ann'l PIE Ratio - 155
67 80 7 92 104 105 98 94 1106 99 84 88 85 72 122 0 77 Relative P/E Ratto 105
B4% | T1%|.68%| 71% T2% | 68%| 64% | 59% | 54% | 59% 62% | 56% | 54% | 55% 55% | 62% | 54% Avg Ann'l Div'd Yield _37%
CAPITAL STRUCTURE as of 6/30/01 9639 | 9946 11303 [ 11999 | 10630 l 12202 | 12876 | 13385 ’ 1068 6 6074, 10483 | 1155 | Revenues ($:m|ll) A 1400
Jota! Debt 1109 7 mil Due n 5 Yrs 8150 mil 4] 55¢] S75| 8321 743) 756) 766| 808 | 521] 711| 88| 910/ Nel Profy {Smil) . 120
o DL 1064 7 mt LT Inierest 875 0 mil 346% | 3T6% | 320% | 352% | 369% | Bo% | 37 9% I 2 5% ’ 3 1% ’ 3 T ( 3 0% | 340% [Income Tax Rate 0%
ek iterest coverage 3 g Secuntes) 51% ’ 56% ’ ok | SU% | 0% | 82% | S9% | 60% | 49% ! 117% | 85% | 7% Net Prolt Margm 84%
Leases, Uncapitalized Annual rentals $18 3 mil 496% | 40 o, 40 5% ’ 490% | 47 4% ‘ 462% [ 487% ’47 5% | 45 3%' 45 9%’ 620% | 590% [Long-Term Debt Ratio- [ 50 0%
Pension Liabiity $6 7 mil 1n ‘00 vs $5 3 mill 488% | 581% | 531% | 458% | 476% | 489% | 45 9% | 471% | 492% | 483% | 380% | 41 0% Common Equity Ratio - | 500%
'99 9183 | 8127 9257 ‘ 1315 (11703 [ 12013 | 13564 | 13884 | 13458 | 1236 2 1725‘ 1690 [Tolal Caprlal ($mull) -~ | 1750
Ptd Stock None 11418 | 12179 I 12813 | 12974 | 13503 | 14154 | 14966 | 15340 | 15089 ’ 15375] 1765 | 1890 |Net Plent (Smil, =~ -| 2365
Comman Stock 54,807,072 sh TS% | 4% | 86% | T5%. 82% | 80% | 73% | 76% | 57%| 74% | 5041 5% Return on Total Cap’l | 70%
MARKET CAP $12 biliron (Mid Cap) 107% [ 114% | 104% | 110% | 121% [ 117% | 110% [111% | 71% | 100% | 125% 130% [Return on Skr Equily * | 135%
CURPENTPOSITION 1899 2000 /a1 | 108% | 115% | 108% | 113% | 125% | 121% | 119% | 1239 | 70% | 118 125% 1 130% |Retumon Com Equty | 125%
(SMILL) 2% 10% 4% | 30% | 48% | 38% | 24% [ 30% | NMF 18% | 35% | 45% |Retainedto ComEq . §0%
Sash Assets ae Y ALl wn| en| wu| 75% ' 66% I % | 79% | 76% [ 19% | 84% |* 72% 1 65% ’AII Divds to Net Prof ' 5@
Current Assets 1575 997 1784 [ BUSINESS AGL Resources, Inc 1s a holding company ks panc-  Gas Services markels natural gas at retal Acq Virginia Natural
Accts Payable 313 340 640 pal subsidiary 1s Aflanta Gas Light Co, a reguiated distnbutor of  Gas, 10/00 Sold Utilipro, 3/01 Has about 1,938 employees
83&’8' rDue 1% ‘15 12; g , 33‘? g natural gas to more than 1 8 mullion customers in Georgia, pnmanly  Offs /dirs own 1.1% of out com shs Amencan Cenlury Inv wns
Current Liab 2229 7848 5003 Atlanta, and n southem Tennessee Also engaged n nonreguiated 5 7% of com shs {12/00 Proxy) Pres:gjént & CEO "Paula Rospot
Fix Chg Cov 2629 239% 2359 natural gas rr]arkehng and other, allied services Also wholesales Incorp  Georgra  Address 303" Peachtree St, NE, Atlanta, GA
ANNUAL RATES Past Past Estd 9800 and retals plopane Nonregulated subsidianes Georgia Natural 30308 Telephone 404-584-9470 Intemet . www aglresources com
of change (persh) 10 Yrs 5Yrs lo'406 | AGL Resources generated double- Georgia utility, asserting that |its return
58"6'['11,1:?5 R '320:/,3 240%  55% | dignt share-met growth in fiscal 2001 on equity (ROE) was above the allowed
Ea?nsmgsow 1 50 25% ‘gg;; (ended September 30th) Earnings from its  11% level But AGL mamtains that..the
Dwidends 15% 10% 10% | core business, gas distribution, ncreased utility was only generating an ROE of
Book Value 25% 25%  50% .| 43% from. the prior year, to $215 million 9 9%, and 1s seeking a rate increase A de-
fscat | QUARTERLY REVENUES ($mit)A | Ful | before interest and taxes The acquisition cision should be made early next year
Ende |Dec31 Mar3t Jun 30 Sep 30 F\}:gf' of Virgitma Natural Gas was the key fac- Elsewhere, the - company !xjecently
1998 14023 4839 2470 2054 |13365] tor, but cost-cutting measures further en- made a significant step i the devel-
1999 13239 3751 1853 1837 [10686 | hanced profitabihty Meanwhile, the com- opmeant of 1its telecom business. In No-
2000 11823 16071 1318 1332 | 6074 pany’s nonutihty businesses, which will vember, 1t agreed to buy a telecommunica-
2001 12948 3506 1757 2282 10493 hikely be the main growth drivers down tions' network from ACSI Network Tech-
Mar31 Jun30 Sep30 Dec31 the road, added moderately to the bottom' nologies for an undisclosed price , The deal,
002 [375 215 250 315 |1155 line in 2001 Its Energy Investments seg- scheduled 'to be completed by! yearend,
F;Sg'a_' EARNINGS PER SHARE A 8 Full | ment, which includes the company’s 50% would make AGL the largest Competitive
Ende |Dec31 Mar3i Jun 30 Sep 30 Y':gﬁ' stake in SouthStaernergy Services, and ILocal- Exchange Carrier -in -- the
1993 45 79 d02 19 [ 741} AGL Networks, earned $10 milhon during metropolitan area The purchase would
1999 28 42 12 09 91| the year. Finally, 1ts energy-trading arm, also speed up AGL's entry to market,” and
2000 30 4 26 32 1 1291 Sequent, generated $3 5 mullion 1n profits, cost less than its previously ahnounced
2001 4 8 17 09 150 Looking ahead, earnings of $1 60-$1 70 a plans to build 1ts own fiber netwérk
Mar 31 Jun30 Sep 30 Dec 31 share are for the 12 months ending Sep- This 1ssue is currently a good 1ncome
2002 70 ¥-_ 20 0 tember 30, 2002, though the company 1s stock. Its dividend yield became 1n-
Cal- | QUARTERLY DIVIDENDS PAID c= switching 1ts fiscal year to the formal creasingly appealing as ‘interest rates
endar |Mar31 Jun30 Sep30 Dec 3t calendar year starting 1n January, 2002 moved downward (making cash'less at-
1897 | 27 27 27 27 The Georgia rate dispute 1s still an is- tractive) Too, its Price Stability rating
1998 | 27 27 27 27 sue for AGL, and the verdict may well should continue to.hold strong, given that
1999 [ 27 27 27 27 mmpact next year’s bottom hine Last sum- the company’s profits come largely from its
2000 | 27 27 27 27 mer, the Georgia Public Service Commus- regulated businesses - '
l 2001 | 27 2z z 27 ston launched a rate review of AGL's Michael P Maloney Decemnber.21, 2001
(A) Fiscal year ends September 30th Ends '8, $0 15, '95, dS0 83, '99, 50 39, '00, $0 13, | Dw'd reinvest plan avaiable - Company's Financial Strength ! B+
ecemoer 31st, beginmning in January 2002 ‘01, 80 13 (C) Next dwidend meeting in early | (D) Inci deferred chgs 9/30/00 $3 19/sh Stock’s Price Stability - | 100
(B) Diiuted eamings per share Next earings | Feb Goes ex In mid-Feb Approx divid pay- éE) In millions, adjusted for stock spit Price Growth Peisistence - ——g
report due late Jan Exc! nonrecurnng gams ment dates March 1, June 1, Sept 1, Dec 1 = - Earnings Predictability .. " . 55
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Institutional Decisions N ] THIS VL ARMH
’ 20201 30201 402001 Percent 0 : . STOCK . INDEX
o Buy 79 55 ez eeEt 20 ! o (I PO I Y yoo 18 81
to Sel 41 59 63 | raded 20 N IR . T L e A T T Iy 296 354
HId'000) 25387 26336 26413 Lot T oy bt T T T T e T Syr 415 679
1986 | 1987 1988 [ 1989 | 1990 [ 1991 199211993 | 1994 [1995 [ 1996 | 1997 | 1998 | 1999 2000 [ 2001 | 2002 | 2003 ©VALUE LINE PUB, INC T05-07
2758 | 2624 2971 2163| 2258| 2025| 2043 27 2359'0 1832 ) 2191 | 22751 2336 | 1871 1125 1904 2100) 2260 Hevenues'per sh A 2720
152 184 190 193 2.04 207 231 225 224 233 248 242 265 229 286 33 355| 375{"Cash Flow" per sh 430
83 102 113 95 10t 104 112 108 117 133 137 137 141 91 129 150 1.65 180 | Earnings per sh 8 210
70 80 88 94 98 102 103 104 104 104 106 108 108 108 108 108 108 108 | Div'ds Decl'd per sh Ca 116
330 359 286 265 273 295 274 249 237 217 237 259 205 251 292 283 225 225 Cap'Spending per sh 235
759 7389 872 883 897 942 970 990 1019 1012 | 1056 | 1099 | 1142 ) 1159 | 1150 1218 1265| 1370 BooszIuépersh 16 60
3655| 3748] 4247 4340[ 4432 4757] 4869 | 40 72{ 5086 | 5502 [ 5570 [ 5660 | 5730 | 5710 | 5400 5510 | 5550 | 56 00 [Common Shs Outst'g P | 5700
118 15 111 137 142 153 155 179 151 126 138 147 139 214 136 148 | Boid gyres are | Avg Ann'l FJE Ratio 150
80 7 [/ 104 105 98 94 106 Q9 84 86 85 72 122 88 77 VaiuejLine Relative P/E Ratio 100
Th% | B8%| 71% | 72% | 68% | 64%) 59% | 54% | 50% | 62% | 56% | 54% | 55% 55% | B2% | 49% | "1 | Avg Aont Divid Yield ary
CAPITAL STRUCTURE as of 12/31/01 9946 | 11303 | 11999 | 10630 | 12202 | 12875 | 13386 | 10686 6074 1 10493 1155 | 1265 | Revenues (Smill) A 1550
Total.Debt 1452 7 mil  Due in 5 Yril/% 5 mill 554 575) 832| 743) 756 | 766 | 806 | S21| 711 @23| 05| 100 LNel Profit (Smilf) 120
e ey asomil L] Interest §75 0 mi G | 2% | 2% | %% [BE% | T75% | 925% | 1% | 343% | 360% | 340% | 340% [Income Tox Rate 3 0%
o Ierest coverage 2 3 o e S6% | 5% | 5%% | 70% | 82% | S9% | 60% | 49% | 117% | 78% | 79%| 80% |NetProtMergn 78%
Leases, Uncapitalized Annual rentals §194 mil | 402% | 405% | 390% | 474% | 462% | 487% | 475% | 453% | 459% | 613% | 600% | 57 0% Long-Term Debl Ratio | 55 0%
Pension Liability $6 4 mill 1n ‘01 vs $7 3mill @ 581% | 531% | 458% | 476% | 489% | 459% | 471% | 492% | 483% | 38 7% i 400% | 430% |Common Equity Ratio 450%
100 8127 | 8257 [ 11315 [ 11703 [ 12013 [ 13564 | 13884 | 10458 12862 | 17363 1765 | 1805 | Total Capital ($mifl) 2100
Pfd Stock None 12179 | 12813 | 12074 | 13503 | 14154 | 14966 | 15040 | 15985 | 16375 | 20589 | 2185 | 2310 |Net Plann (St 2700
Common Stock 55,568,054 shs 94% | B6% | 75% | 82% | B0% | 73% | 76% | 57% 74% | 65% | 55%( 60% |Return on Total Cap'l 60%
MARKET CAP $13 bulion (Mid Cap) TU4% | 104% | 110% | 121% | 117% [ 110% | 111% | 71% | 102% 123% | 130% | 130% |Return on Srllr Equity 125%
CURHENTPOSITION 2000 2001 12/31/01 | 115% | 108% | 113% | 125% | 121% | 113% | 123% | 79% | 115% | 123% | 130% | 130% |Return on om Equily | 125%
c (gM/g\LSL)t 20 2g 23 10% 4% 1 30% | 46% | 38% | 32% ’ 4.4% ‘ NMF ‘ 32% [ 42% | 45% ' 50% |Retained to Com Eq ’ 55%
Ty Soets 977 2146 2803 9% | 9% | 5% | 66% | 1% | 74% | 64% | 101% | 72% | 65% | 65% | 60% |AllDiv'ds to Net Prof 55%
Current Assets 997 2174 73126 [ BUSINESS AGL Resources, Inc s @ holding company Its princi-  Gas Services markets natural gas at retail Acquired Virginia Natu-
Accls Payable 340 824 980 | pal subsidiary 1s Allanta Gas Light Ca, a regulated distnbutor of ral Gas, 10/00 Soid Utilipro, 301 Has about 1,938 employees Of-
B?ﬁéroue 18%5 ?ggg ‘1";:7’ ; natural gas to more than 1 8 million customers in Georgia, pnmarly  ficers/directors own less than 1 0% of outstanding common shares
Current Liab 2848 5866 7093 Allanta, and in southern Tennessee Also engaged in nonregulated  (12/01 Proxy) President & CEO Paula Rolspot Incoporated
Fix Chg Cov 239% 241% o450 | Nalural gas marketing and other, allied services Also wholesales Georgia Address 303 Peachtree St, NE, Allanta, GA 30308 Tel-
and retails propane Monregulated subsidianes Georgia Natural  ephone 404-584-9470 Intemet www aglresources com
ANNUAL RATES  Past Past Est'd '99-'01 P = -
of change (persh) 10 Yrs §¥is 100307 | AGL Resources appears to be making to be.a growth contributor 1 2002
Revenues 25% -55%  90% | the most of a difficult environment for and 2003. The nonregulated unit genera-
E%f,f,?,g':s'ow gg,ﬁ: ? 8{}; ;’g;’g natural gas. Temperatures this heating ted an operating income of $3l4 mllion 1n
Dvidends 10% 05% 10% season were well above normal, economic the December penod, compared to none 1n
Book Value 25% 25%  60% | conditions have been sluggish, and storage the prior year Also, it reported that
Fiscal | QUARTERLY REVENUES (§ mil)a | Full | levels remain high, all of which have pres- natural-gas trading volumes ‘grew more
g:g; Dec 31 Mar3{ Jun30 Sep30 F\;fagf‘ sured spot prices and weakened gas than 25%, to more than 25 bilhon cubic
1999 13239 3751 1859 1837 |10685| demand But, we believe that the company feet (Bef), from 2 Bef in December The
2000 (1823 1601 1318 1332 | 6074 | can still carve out year-on-year earnings Houston-based energy trading arm
2001 12948 3506 1757 2282 (10493 growth throughout 2002. as it did in the believes that 1t can continue 1to 1ncrease
Mar31 Jun30 Sep30p Dec 31 December quarter with a share net of volumes as a result of the void left by the
002|375 215 250 315 (1155 | $0 45 (Note December 2001 Quarterly former largest energy trader, Enron
2003 |390 235 285 355 |1265 | Revenues and Earnings Per Share do not The Georgia rate dispute 'should be
‘?Sgﬂ', EARNINGS PER SHARE A B Ful | appear on the page because of the fiscal resolved during the second quarter.
Ends |Dec 31 Mar3! Jun 30 Sep 30 F\fggf' year change ) In the December stub peri- The Georgia Public Service Commission 1s
1999 28 42 12 09 97| od, earnings from AGL’s core distribution reviewing AGL’s Georgia utiity for =a
2000 30 41 26 32 | 129| companies were flat against 2000 despite a potential $33 pullion reduction, but AGL
2001 44 .8 17 08 I 150) much weaker operating environment 1s actually seeking a $50 million rate in-
Mar 31 Jun 30 Sep 30 Dec 31 Warm weather hurt its Virginia Natural, crease A decision date 1s set for Apnl
2002 1 85 20 10 50| 165| Gas utility, but this was mifigated by ag- 17th, and the implementation date 1s
2003 85 .25 15 55 | 180 gressive cost-efficiency measures mmple- scheduled for May 1st
Cal- | QUARTERLYDIVIDENDSPAIDSs | Fup | mented throughout 2001 Meanwhile, the These shares are currently! a decent
endar |Mar31 Jun30 Sep30 Dec31| Year company’s Georgia and Tennessee utiities _selection for income. AGL still has a
1998 | 27 27 27 27 108 | were protected by temperature-adjustment good dividend yield, and earmngs continue
1999 f 27 27 27 27 108| clauses Elsewhere, AGL got a $0 O4-a- to come largely from regulated businesses
ggg? g; 57 27 27 108 | share boost from Sequent, 1ts newly A pickup 1n nterest rates, however, would
2002 | 5 T 108 | formed wholesale-services segment reduce this 1ssue’s appeal |
. The company 1s counting on Sequent Michael P Maloney March 22, 2002
15cal year ends September 30, 2001 188, $0 15, '95, d$0 83, 99, $0 39, '00, S0 13, | remvest plan available (D) In millions, ad- Company's Financial Strength Br+
(B)dg'afggrggre};r?g;:tbelTesE::eerNext carmings ;3; $g 13 (C) Necsix!Mdr\rld:nd meetm‘g in eary | justea lorpstock spht (E) (D%cember stub penoa Slocl;(,'s F):rlce Stability ? 100
report due late AD';E_:;_zl:Ir_ncnrecumng galng _dalgs Ggfch{njune?y' Seppp‘rc?f gé"cdyt’"iya'f,fl} E7S of $0 45 included in P/E calcuation E:rc:,,? '5°‘g:2£§§t',ff,e"°e ' ég
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AGL RESOURCES NYSE-ATG PRICE 22.39 HATIO13.6 Median 150/ PERATIO U, YLD WY /0 T
4l 2 22 2 3 245 | :
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Institutional Decisions L;gg.,-,lﬁ "m TOTTFP(HETURVPIJ-%?&L :
108 302!;051 402({)5021 102%0_2' Percent 60 1lyr STS?( "‘EEZX
1o Sell 59 63 _ d4g|Shares 40 i VT O VO L1 1 TVT AR G A Jyr 43 22 -
HIF=008) 26336 26413 27120 L0 Lann et T LR Do O LT O R T T e e A Syr 482 624 |- -
1986 | 1987|1988 | 1989 ! 199011991 1952 31994 | 1995 [ 1996 | 1997 [ 1998 | 1999 | 2000 | 2001 | 2002 | 2003 ©VALUE LINEPUB, INC [05-07
2758 | 2624 2297| 2163| 2258 2026] 2043| 2273| 2359 |~ 1932 2191 | 22751 2336°| 1871 | 1125 1904 | 2815] 3125 Revenues per sh A 3770
152 184 190 .193 204 207 231 225 224 233 249 242 2865 229 286 331 350 380 | “Cash Flow” per sh - 430
83 102 113 95 i 104 113 108 117 133 137 137 141 el 129 150 165 180 | Earnings per sh B 210
70 80 83 94 g 102 103 104 104 104 106 108 108 108 108 108 108 108 | Div'ds Decl'd per sh Cu [+ 116
330 359 286 2.65 273 295 274 249 237 217 237 259 205 | 251 2% 283 350 350 | Cap'l Spending per sh 26
759 789 872 883 897 942 370 990 1019 1012 | 1056 | 1099 | 1142 1159 ] 1150 | 1219 1265 1340 | Book Value persh - 16 30
3655 3748| 42471 4340 4432 4757 4369 4972 | 5086 5500 5570 | 5660 | 5730 | 5710 | 5400 5510 | 5600| 5600 Common Shs OQutst'g P | 5700
118 118 11 137 142 153 165 179 151 126 138 147 139 214 136 | 146 | Boid figlres are | Avg Ann'l PIE Ralio 150
80 77 92 104 105 98 94 108 99 8 86 85 72 122 88 7 Value|Line Relative P/E Ratio 100
T1%| 68%| 71%| 72%| 68% | 64% | 59% | 54% | 59% | 62% | 56% | 54% | 55% | 55% | 62% | 4go | estmates Avg Ann'} Div'd Yield 7%
CAP{TAL STRUCTURE as of 3/31/02 9945 11303 11999 | 10630 | 12202 | 12876 | 13386 | 10686 | 507¢ [ 10493 ] 1575] 1760 |Revenues (smil) A 2150
Total Debt 1374 8 mil Due i § Yrs 198 5 mil 54| 575| 632| 743| 756 766| 806 | 521 711| 823 90| 100 |Net'Profit (Smill . 120
L 02‘2"1%‘”“"9 e '"‘f'es‘d575°m’” 316% | 329% [ 352% | 359% | J06% | 37 9% | 32 5% | 33 1% | 540% | 360% | 50% | 35 0% |Income Tax Rale 3 0%
H’&m ,meresr{“c")?;r';‘g;”?g;f erred secuniies) 56% | S1% | S3% | 70% | 62% | 59% | 60% | 49% | 117% | 78% | 57% | 58% |Net Profit Mergin 5 6%
Leases, Uncapitalized Annual rentals $19.4 mil [ 902% [ 405% [ 430% | 474% | 462% | 487% | 47 5% | 453% | 459% | 613% | 600% | 580% |Long-Term Debt Rato | 350%
Pension Liabihity $6 4 mill in'01vs $7 3 mil in 581% | 531% | 458% | 476% | 489% | 459% | 471% [ 492% | 483% | 387% | 400% | 420% |Common Equity Ratro 45 0%
00 8127 | 9257 | 1131511703 | 12013 | 13564 | 13884 [ 13458 | 12862 | 17363 1775 ) 1785 | Tolal Capital ($mil) 2085
Ptd Stock None 12179 | 12813 | 12974 | 13503 | 14154 | 14966 | 15340 | 15089 | 16375 | 20589 | 2210 | 2360 | Net Plant (Smil) 26810
Common Stock 55,895,597 shs 94% | B86% | 75% | 82% | 80% | 73% | 76% | 57% T74% | 65% . 55% | 60% Relu‘m on To(all Cap'l 60%
MARKET CAP $13 billion (Mrd Cap) 4% ) 104% ) 110% | 121% | 117% | 110% | 111% | 71% | 102% | 123% |125% | 125% |Retum on Shr Equty | 13 0%
CURRENTPOSITION 2000 2001 a/ai/02 | 115% | 108% | 113% | 125% | 121% | 113% | 123% | 79% | 115% | 123% | 125% | 125% |Return on ComEquty | 13 0%
(SMILL) 10% 4% | 30% | 46% | 38% | 32% | 44% | NMF J2% | 42% | 45%| 55% |Retainedto Com Eq T 60%
Gash Assels G0 228 53| wiw| ew| Tm| eo% | M% | % | ed% | 01% | 72% | 5% | es%| " 6o% AN Div'ds to Net Prof 55%
Current Assels 997 2174 3269 | BUSINESS AGL Resources, Inc 1s a holding company its pnnci-  Gas Services markels natural gas at retail Acquired Virginia Natu-
Accts Payable 340 824 1538 | pal subsidiary i1s Atlanta Gas Light Co, a regulated distributor of ral Gas, 10/00 Sold Utiipro, /01 Has about 1,938 employees Of-
8?#8‘1_0“9 135 (25 ?gg g gg? g natural gas to more than 1 8 million customers in Georgia, pnmanly  ficers/directors own less than 1 0% of o@islandlng common shares
Current Liab 7845 5866 7855 Atlanta, and in southem Tennessee Also engaged in nonregulated  (12/01 Proxy) President & CEO Pa:ula Rospot  Incorporated
Fix Chg Cov 239% 241% 2459 | Naturdl gas marketing and other, alled services Also wholesales Georgla Address 303 Peachlree St, N'E Allanta, GA 30308 Tel-
’ and retals propane Nonregulated subsidianes Georgia Natural ephone 404-584-9470 Intemet www aglresources com
ANNUAL RATES Past Past Est'd '99-'01 p |
of change (persh) 10 Yrs Sis w007 | AGL Resources 1s performing well equity (ROE) of 11% Also, 1t can only file
ﬁgvemﬁs ., 25% 5 5% 15 0% thus far in 2002. Despite lower year-over- for a rate increase 1n the next thrée years
Ea?:’,zgsow 3% 3 S 422 | year gas demand, 1t earned $0 89 a share if its ROE falls below 10%, and 1t must for-
Dwvidends 10% 05% 10% |1in the first quarter, versus 30 83 in the feit 75% of all returns above 12% to'gas
Book Value 25% 25% 55% | prior March period In the company’s dis- customers Finally, Atlanta Gas Light
Fiscal | QUARTERLY REVENUES(Smil)A | Full | tribution segment, 1ts Virgima Natural must file a rate case on May 1, 2005 . The
Engs |Dec31 Mar31 Jun30 Sep3o Fiscall Gas subsidiary experienced lower reve- corporation indicated that the resolution
1999 13239 3751 1859 1837 |i0686 | nues and margin pressures due to mild will reduce share net by $002 i 2002
2000 11823 1601 1318 1332 | 6074 | weather The dechines were mostly offset, Our full-year estimate remains unchanged
2001 2348 3506 1757 2282 [10493 | however, by cost-cutting measures, such as at $1 65 a share !
Mar31 Jun30 Sep30 Dec3t lower headcount Too, call centers are The company 1S expanding into the.
2002 14929 315 350 4171 (1575 | being consohidated for greater efficcency telecommunications 'business. It
2003 [530 355 390 475 |1750 | Meanwhile, AGLs Georgia distributor, At- recewved approval from the GPSC 1n April
Rscal EARNINGS PER SHARE A B Full | lanta Gas Laght, 1s benefiting from higher . to build networks in Atlanta Its telecom
Ends |Dec 31 Mar31 Jun30 Sep30| S| fees that 1t's charging to marketers for gas ~operation 1s. coming along more “slowly
1999 28 43 12 . 09 [- g7} storage Elsewhere, the company’s holding than expected due to overall weakness in
2000 30 4 26 32 | 129 1n SouthStar, a nonregulated retail gas the sector,” but AGL stated that the dnit
2001 41 83 17 09 | 150 | marketing venture, -contributed $5 2 mil- should still post a profit by yearend It is
Mar 31 Jun 30 Sep 30 Dec 31 i Lion to earmings in the first quarter, as its not engaging 1n all aspects of the business,_
2002 89 20 10 46| 165| customer base grew 12%, to 60,000 cus- but rather 1t 1s leveraging AGL’s existing’
2003 90 25 15 %0 | 180| tomers, from March, 2001 " gas pipehne systems to lay fiber-optic .
Cal- | QUARTERLY DIVIDENDS PAID Cw Full | AGL has resolved 1ts rate dispute wath wiring along those networks .
endar (Mardl Jun30 Sep30 Dec3t| Year | the Georgia Public Service Commus- These shares are a good selection for
1998 | 27 27 27 27 108 | szon (GPSC). Effective May 1, 2002, the imcome-orented mvestors. This' 1ssue
1999 | 27 27 27 27 108 | base rates for Atlanta Gas Light’s custem- has a healthy yield, while the company’s
2000 7 27 217 97 108 | ers will be reduced by $10 mullion annual- developing businesses should help 1t
001 027 27 27 g 108] ly for the next three years In return, the -achieve a lgher return on lequity
002 |27 a7 utility can continue tn earn a return on Mickael P Maloney | June 21, 2002
{A) Fiscal year ends December 31st Ended d$0 83, '99, $0 39, '00, $0 13, '01, $0 13 (C) | plan a-ailable (D) In mithons, adjusted for Company’s Financial Strength B+ |
September 301h prior to 2002 (B) Diluted earn- | Next dividend meeting in eary Aug Goes ex | stock spit (E)-December stub penod EPS of Stock's Price Stability 100
ngs per share Next eamings report due late mid-Aug Approx divid payment dates March | $0 45 included in P/E calculation Price Growth Persistence 10
1, June 1, Sept .1, Dec 1 = Dwv'd renvest. Earnings Predictabihity 60
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to Sel 63 49  55|shares 40 Y SRR S Y YOO IO YOO T T dyr ' 405 19
Hd'so)) 26413 27120 27647 vt Cyn o D T T T TR TR [l (HIRTTTEALTE Syr, 499 204
1986 | 1987|1988 1989 | 1990 [ 1391 [ 1992 1994 | 1995 | 1996 | 1997 11998 | 1999 | 2000 | 2001 | 2002 | 2003 | © VALUE LINEPUB  INC [05-07
2758 2624| 2297| 2163 2258| 2026| 2043 | 2273 | 2359 1932 | 2191 | 2275 2336 | 1871 | 1125) 1904 | 4020 4125 Revenues persh A ' 4625
152 184 190 193] - 204 207 23 225 224 23 249 242 265 229 286 331 330 350 | “Cash Flow" per sh 3.95
83 102 113 81 101 104 113 108 117 133 137 137 14 91 129 150 170 180 {Earnings per sh A B 210
70 80| - 88| - 94 98 102 103 104 104 104 106 108 108 108 108 108 108 108 |Div'ds Decl'd per sh Cu 108
330 359 286 265 2731 -295 274 248 237 217 237 259 205 251 292 283 305 300|Cap'l Spending per sh 285
759 789 872 883 897 942 970 990 1019} 1012 | 1056 1099 | 1142 | 1159 | 1150 1219 | 1295| 1335 |Book Value per.sh 1715
d655| 3748 42471 4340 4432 4757] 4869 4972 | 5086 | 5502 | 5570 | 5660 | 5730 | 5710 | 5400 | 5510 3600 5700 Common Shs Qutst'g O | 6000
113 15 11 137 142 153 155 179 151 126 138 147 139 214 136 146 | Bold figlres sre | Avg Ann’l P/E Ratlo 150
80 77| G| 104 105, 98 o4\ f06| 99| 84| B| 85| 72| 12| 88| 77| Veeltoe |Relative P/E Ratio 100
Ti%| 68%| 7T1%| 72% | 68% | 64%| 59% | 54% | 59% | 62% | 56% | 54% | 55% | 55% | 62% | 49%| " avg Anwl Dv'd Yield 34%
CAPITAL STRUCTURE as of 6/30/02 9946 11303 1 11996 1 10630 | 12202 | 12876 | 13386 | 10686 | 6074 | 10493 ( 2240{ 2350 |Reventes ($mull) A wn
Total Debt 1065 5mil Due in 5 Yrs 198 5 mul 554| 575( 632| 743| 756| 766 | 806| 521 | 711| 823 950] 105 |Net Profit (Smil) 125
(v 5998 o o Inerest $70 0 mil 3T6% | 320% | 352% | J60% | 386% | 379% | 325% |33 1% | 34 3% | 960 | 34 0% | 740% [Income Tax Rate - 0%
i erosl covernge 2 on | Sooumes) 56% | 51% | S3% | 70% | 62% | 59% | 60% | 49% | 117% | 78% | 42%| 44% [Net Profit Margin 6%
Leases, Uncapialized Annual rentals $19 4 mil | 402% [ 405% | 4G0% | 474% | 462% | 487% | 475% | 453% | 459% | 613% | 600% | 580% |Long-Term Debt Rallo | 55.0%
Pension Liability $6 4 mill in'01 vs $7 3mill in 581% | 531% | 458% | 476% | 489% | 459% | 471% | 492% | 483% | 387% | 400% | 42.0% |Common Equify Ratio 450%
00 8127 9257 | 11315 | 11703 | 12013 | 13564 | 13884 | 13458 | 12862 | 17363 1815 1880 | Total Capital {$emill} . 22805
P1d Stock None 12179 | 12813 | 12974 | 13503 | 14154 | 14966 | 15340 | 15989 | 16375 | 20589 | 2230 | 2400 |Net Plant (smili) 210
Common Stock 56,134,127 shs 94% | B86% | 75% | 82% | 80% | 73% | 76% | 57% 74% | 65% | 55% | 60% |Returnon Total Capl 60%
MARKET CAP $13 billion (Mid Cap) 4% | 104% | 110% [ 121% | 117% | 110% [ 111% | 71% | 102% | 123% | 130% | 130% |Return on Shr Equity 12.5%
CURRENT POSITION 2000 2001 6/30702 |11 5% | 108% | 113% | 125% | 121% | 113% [ 123% | 79% | 115% | 123% | 130% | 130% |Retum on ComEquity | 125%
($MILL) 10% 4% | 30% | 46% | 38% | 32% | 44% | NMF 32% | 42% | 45% [ 55% [Retainedto ComEq 60%.
Gash Assets 0 528 A3 ot%| sen| 7% | G6% | 7% | 7e% | o4% | 101% | 72% | 65% | 6% 59% |All Divids to Net Prof 51%
Current Assets 997 2174 3816 | BUSINESS AGL Resaurces, Inc is a holding company s pnnci-  Gas Services markels natural gas at retail Acquired Virgimia Natu-
Accts Payable 340 824 507 { pal subsidiary 1s Atlanta Gas Light Co, a regulated distnbutor of ral Gas, 10/00 Soid Uthipro, 301 Has about 1,938 employees Of-
83?;[0”9 13;% ?ggg 72? g natural gas to more than 18 miliion customers in Georgia, pnmanly  ficers/directors own less than 1 0% of oulsllandlng common shares
Current Liab 3848 5865 ~BA0% Atlanta, and in southem Tennessee Also engaged m nonregulaled  (12/01 Proxy) President & CEQ Paula: Rospot  Incorporated
Fix Chg Cov 239%  241%  245% natural gas marketing and other, alled services Also wholesales Georgra Address 303 Peachiree St, NE ) Atlanta, GA 30308 Tel-
and retals propane Nonregulaled subsidianes Georgia Natural  ephone 404-584-9470 Internet www aglresources com
ANNUAL RATES Past Past Est'd '99-'01 A y
of change (persh) 10 Yrs 5vs  10'007 | Cost efficxencies mn AGL Resources’ price volatihity, as well as higher operating
5éve£x;:e]s ) 25% -95% 190% | utilities are driving earnings results. expenses Meanwhile, the telecommumnica-
Ea?,fmgsow g(s)é,: ? g;}; gg;; The company reported a profit of. $0 22 a tions umt, AGL Networks, remains un-
Dwidends 10% 05% M| share in the second quarter, a 29% ad- profitable AGL's energy marketing joint
Book Value 25% 25% 65% | vance from the year-earher period This venture with Dynegy and Piedmont,
Flscal | QUARTERLY REVENUES{§ mil)A | Full | comes despite a settlement for an annual SouthStar, did turn a profit, however, as a
Ends |Dec31 Mar31 Jun30 Sep 30 Fy'iacf' base rate decrease of $10 mullion from result of lower wholesale -natural gas costs
1999 13239 3751 1859 1837 [ioe86| AGL's Georgia public utiity, AGLC, that relative to retail prices
2000 | 1823 1601 1318 1332 | 6074 | became effective on May 1st Too, AGLC AGL is taking a “contrarian” ap-
2001 (2948 3506 1757 2282 {10493 | has expenenced a decline in customer ac- proach to its nonutility! activities. It
Mar31 Jun30 Sep30 Dec 31 " | counts over the past year Nonetheless, began to build AGL Networks when the
2002 14329 5701 575 602 |2240.| AGL managed to achieve year-over-year telecommunications industry fell on hatd
2003 |545 590 600 615 |2350 | earnings growth from 1ts gas distmbution times and compames 1 bankruptcy were
FY!SC;!I EARNINGS PER SHARE A8 Full | businesses through lower operation, forced to sell assets Now, 1t 1s enhancing
Engs |Dec31 Mar31 Jun30 Sep 30| 55%| maintenance, and depreciation expenses the Sequent umit at a time when energy
1999 28 2 12 09 91| The company has reduced headcount by traders have come under duress That’s
2000 30 41 26 32 129 230 since last year, tmmmed bad debt ex- because AGL  beheves | that these
2001 4 8d 17 09 | 150 pense at its Tennessee and Virgima gas businesses hold considerable. untapped
Mar 31 Jun 30 Sep 30 Dec.31 utility subsidiaries, and cut' depreciation profit potential | L
2002 8 2 15 44} 170] expense as a direct result of AGLC’s new These shares remain a good selection
2003 90 25 15 %0 | 180| performance-based rate plan Moreover, for income investors. The,company 8en-
Cal- | QUARTERLYDVIDENDSPAIDCs | Fyy | AGL Resources intends to take additional erates over 90% of earmings from utilaty
endar |Mar3l Jun30 Sep30 Dec3t| Year | cost-cutting measures before yearend operations, while 1ts |nor1reg"1lated
1998 | 27 27 27 27 108 | The nonregulated businesses are op- businesses hold opportunity for mgher
1999 | 27 27 27 27 108} erating at a net loss. Performance at Se- profits Also, AGL has expressed commuit-
2000 | 27 27 27 27 108] quent, the company's trading and risk ment to mamtaimng 1ts dividend, and the
2000 | 27 27 27 27 108| management umit, dechned, despite in- stock retains excellent price stability
2002 | 27 z a creased transactions flow, because of low Michael P Maloney September 20, 2002
g\) Fiscal year ends December 31st Ended ad$0 83, '99, $0 38, '00, $0 13, '01, $0 13 (C) | pian avalable (D) In milons, aqjusted for Company’s Financial Strength B+
eptember 30th prior to 2002 (B) Diluted eam- | Next dividend meeting in early Nov Goes ex | stock spht Stock's Price Stability 100
Ings per share Next eamings report due late | mid-Nov prox div'd payment dates March Price Growth Persistence 20
Cet Excl nonrecurnng gains '88, $0 15, '95, |1, June 1, Sept 1, Dec 1 = Div'd reinvest. Earnings Predictability ) 60
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1986 | 1987|1988 [ 1989 | 1990 [ 1991 | 1992 | 1993 | 1994 1995 | 1996 [ 1997 [ 1998 | 1999 | 2000 | 2001 2002 | 2003 | ©VALUEUNEPUB;INC [05-07
2758| 2624 2297) 2163 22581-2026| 2043| 2273] 2359 1832 2191 | 2275| 2336 | 1871 | 1125] 1904 | 1550 1710 Revenue§ persh AE 2085
152 184 190 193 204 207 231 225 2241723 2491 242 265 229 286 33 "330) '35 “Casl’!ﬂ?vi"persh 395
83 102 113 95 101 104 113 108 117 133 137 137 141 91 129 150 175 185 {Earnings per sh 4B _' 2.10°
70 80 88 94 98 102 103 104 104 104 106 108 108 108 .108 108 108 108 |Dwv'ds Decl'd per sh C» | ~- 108 ,
330 359 286 2685| 273 295 274 249 237 247 237 259 205 251 292 2831 305 300 ]|Cap’lSpending per sh 285
759 789 8§72 883 897 942 970 .9%0) 1019 1012 | 105 | 1099 | 1142 | 1159 | 1150 1219} 1285) 1395 BookValLllepersh 17 50
3655] 3748] 42 47] 4340 | 4432| 4757 4869 4972 5086 | 5502 | 5570 | 5560 | 57 30| 5710 | 5400 5510 5650 5700 |Common Shs Outstg O | 6000
118 115 111 137 1421+ 153 155 179 151 126 138 147 139 214 136 146 | Boid figures are AVgAnn'hP/E\Ratlo ‘150
80 77 92 104 105 98 94 106 99 8 86 85 72 122 88 77 Value|Line Relative P/E Ratio 1 w0
Ti%) 68%| 71%| 72%) 68% | 64% | 59% | S4% | 59% | 62% | 56% | 54% | 55% | 55% | G20 | 49y | estmaes Avg Ann'tjDiv'd Yield 34%
CAPITAL STRUCTURE as of 9/30/02 9946 | 11303 [ 19999 | 10630 | 12202 | 12876 (13386 | 10686 | 6074 10493 875 975 Hevenues'(SmxlI) AE 1250
Total Debt 1390 7 mill Duen 5 Yrs 368 2 mil 64| S575] 632, 743 756 766 806 | s21| 71| e23| es0l 105 [Net Profit ($mulf) 130
LT Debt §1022 5 mil LT interest $70 0 mil 316% | 329% | 352% | 369% 386% | 7 9% | 325% | 33 1% | 34 9% | 360% | 340% | 390% |Income Tax Rate 34 0%
(Tota maren e 5 reeredsecumies) | “s ool | "svoe | “som | 70 | s | son | aon | sum | ko | 0% 110% | 109% |Net Proft Margn 103%
Leases, Uncapialized Annual renials $19 4 mil | 402% | 405% | 490% | 474% | 462% | 487% | 475% | 45%% | 459% | 613% [ 600% | 220% Long-Term Debt Ratio | 55 0%
Pension Liability $6 4 mill n'01 vs $7 3 mull i 581% | 531% | 458% | 476% | 489% | 459% | 471% |492% | 483% | 1879 400% | 420% |Common Equity Ratio | -45 0%
100 81271 9257 [ 11315 (11703 [ 12013 [ 13564 | 13884 | 13458 12862 | 17363 | 1815| 1885 |Total Capital ($mult) 2300
Pfd Stock None 12179 | 12813 | 12074 | 13503 | 14154 | 14966 | 15340 | 15989 | 16375 | 20585 | 2230 | 2400 |Net Plant (sl 2910
Common Stack 56,313,165 shs 94% | 86% | 75% | 82% | 80% | 73% | 76% | 57% 74% | 85% | 55%| 60% |Returnon Tolal Cap'l 60%
MARKET CAP 14 hillion (Mid Cap) Ha% ) 104% | 110% | 121% [ 117% | 110% | 111% | 71% | 102% | 123% | 130% | 125% |Relurnon Shr Equity | 120%
CURRENT POSITION 2000 2001 /3702 | 11 5% | 108% | 113% | 125% | 121% | 113% | 123% | 79% | 115% | 123% | 120% | 135% |Return on Com Equly | 120%
(SMILL ) 10% 4% | J0% | 46% | 38% | 32% | 44% | NMF | 32% 42% | 50%| 55% Retained to Com Eq 60%
Gash Assets 77 528 LS e ww| su| eow ’ % | 74% | 6% | 101% ) 72% | 65% | 63% | 53% Al Dvids to Net Prof 51%
Current Assets 997 2174 73509 | BUSINESS AGL Resources, Inc is a holding company Its pnnci-  Gas Services markels natural gas at retal Acquired Virginia Natu-.
Accts Payable 340 824 365 | pal subsidiary 1s Atlanta Gas Light Co, a regulated distnbutor of ral Gas, 10/00 Sold Utlipro, 301 Has about 1,938 employees Of-
85?; rDue 13; 2 ?ggg ggg ?, natural gas to more than 1 8 million customers 1n Georgia, pnmanly  ficers/directors own less than 1 0% of outstanding common shares
Current Liab 584 g 5656 747 ; Allanta, and in southem Tennessee Also engaged in nonregulated  (12/01 Proxy) President & CEO Paula Rospot  Incorporated
Fix Chg Cov 239% 241% 2459 | natural gas.marketing and other, alled services Also wholesales Georgia. Address 303 Peachtree St, NE, Allanta, GA 30308 Tel-
. — and retails propane ‘Nenregulated subsidianes Georgia Natural  ephone 404-584-9470 Internet www aglresources com
ANNUAL RATES  Past Past + Est'd '99-'01 Fr ‘
of change {persh) 10 Yrs S¥s w007 | AGL -Resources’ core utilities are lier The unit experienced higher revenues
Revenues 28%  -55%  40% producing good results. Earnings before and improved operating margm due to two .
ngﬁf,l;slow ggcﬁ: :1’ 8‘:,//" gg?’,ﬁ interest and taxes (EBIT) from the compa- hurricanes, along with a stretch a warmer-
Dvidends 10%  05% Ni | ny’s distribution operations during the than-normal weather. in the Northeast
Book Value 25% 25%  70% | most recent quarter rose by $3 3 milhon, Gomg forward, profitability whll likely ex-
fiscal | QUARTERLY REVENUES (§ mi)A T Fui | to $45 million, versus a year ago The seg- pand, as counterparties look toward- the [
Ends |Dec31 Mar3l Jun3o Sep 30 ﬁ}ggf' ment benefited from lower corporate over- narrowing band of credltwor‘lthy traders,
1999 13239 37517 1859 1837 |10686 | head costs,-as well as reduced bad debt ex- such as Sequent, in the merchant energy
2000 (1823 1601 1318 1332 | 6074 | pense at the Chattanooga Gas subsidiary sector |
200112948 3506 1757 2282 (10493 Higher revenues and lower depreciation AGL’s Energy Investments group is
Mar31 Jun30 Sep30 Dec 31 expense at Atlanta Gas Light provided an chmbing closer to breakeven. It
2002 11734 2551 19078 2558 | 875 | addational boost to earmings These factors reported an EBIT loss of $3 2 millhon 1n
2003 1195 280 215 285 | 975 | showld confinue - to support earmings the third quarter, versus a $10 1 mulhion
Fscal EARNINGS PER SHARE A B Ful | growth 1n AGL’s Distnibution segment deficit in the September, .2001 period
Ends |Dec3! Mar31 Jun30 Sep30| Nec| during the quarter now ending imnto 2003 SouthStar Energy, a Jont venture that
1999 28 42 12 09 91| We also look for a positive contribution markets natural gas in the southeastern
2000 30 41 26 32 129 from the Virginia Natural Gas subsidiary U S, ‘has shown Lttle 1mprov;ement on a
2001 41 83 17 09 | 150 It recently became the first gas distributor recurring basis and continues to operate 1n
Mar 31 Jun30 Sep 30 Dec 31 m Virginia to obtain regulatory approval the red, but AGL's propane and telecom-
gggaz 83 2 17 47| 175| for implerhentation of weather normaliza- munications subdivisions recorded $1 2
0 25 D 50| 185| pon adjustment clauses . mullion and $10 milhon EBIT_advances,
Cal- | QUARTERLY DIVIDENDS PAID Ca Fuﬂ The Wholesale Services division is respectively : -
endar |Mar31 Jun30 Sep30 Dec31| Year | also doing well. Sequent Energy Man- This good-quality 1ssue is'!a reliable |
1998 21 27 27 97 108 | agement, AGL’s asset optimization and en- choice for income 1mvestors. AGL gen-
1999 | 27 27 27 27 108| ergy trading and marketing company, erates about 90% of earnings from utility
33810 E; g; 272 108 | posted EBIT of $13 million. duning the operations, and 1t 1s commuitted to
2002 | 27 27 a2 108 | most recent quarterly financial period, maintaiming 1ts current dividend .
2z 27 compared to a:$5 5 million: loss a year ear- Michael P Maloney Decem{)er 20; 2002 |_

A) Fiscal year ends Decemper 315t Endeg
eptember 30th pnor 1o 2002 (B) Diluted eam-

Ings per share Next eamings report due late

Jan Excl nonrecurnng gains (losses) '8g,
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Company's Financial Strength B++
Stock's Price Stability | 100
Price Growth Persistence | 15
Earnings Predictability | 80
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26247 2297, 2163 2258| 2026] 2043] 273 23591 1932 2191 | 2275| 2336 | 1871 1125 1904 | 1540 1550 1665 |Revenues p'grsh A 20 00
184 190 193 204 207 23 225 224 233 249 242 285 229 286 il J40| 325 355 |“Cash Flow” per sh 390
102 113 95 1o 104 113 108 117 133 137 137 141 91 129 150 182 185 135 |Earnings pelr shAB 210
80 88 94 98 102 103 104 104 104 106 108 108 108 108 108 108 108 108 | Div'ds Deci'd per sh Cu 108
359 286 285 273 295 274 249 237 217 237 259 205 251 292 283 300 2701 Z70(Capl Spending per sh 260
789 872 8383 897 942 970 990} 1019 ] 1012 1056 | 1099 | 1142 | 1159 150 1218 | 1300 1265| 1390 |Book Value er sh 17 60
p
3748| 247 4340 4432 | 4757 4969 49 72 5086 5502 | 5570 | 5660 ] 5730 | 5710 5400 { 5510 5650 | 6300 6300 |Common Shs Quistq O | 6500
115 111 137 142 153 155 179 151 126 138 147 139 214 136 146 125 | Bold figlres are |Avg Ann'l PIE Ratig 150
77 92 104 105 98 94 106 99 84 88 85 72 122 88 75 66 V"’“’: Line Relative P/E Ratio 100
B8%| 71%| 72%| 68% | 64%| 59%| 54% | 59% | 62% | 56% | 54 55% | 56% | 2% | 49% | 47% | "M aug Annl Did Yield 34%
1(;AF'IITAIE,STRUCTURE as of 9/30/02 11303 | 11898 | 10630 | 12202 | 12676 | 13386 | 10686 | 5074 10493 1 8689 975 | 1050 { Revenues (Sr:nlll) A 1300
otal Debt 1350 7 mil  Due 5 Yrs 368 2 mil 575 632 743 756 766 806 821 71 823 1028 110 125 [Net Profit ($muil) 135
(e ey 225 it tméfp'gg:::fgeocgnm j | %% | 352% | 36%% | 3BE% [379% | 325% | 33 1% | 343% | 407% | 3 0% | 360% | 96 0% {income Tox Rate 36 0%
(Total nterest coverage 2 6x) 51% ] 53% | 70% /| 62% | 59% 8(_)% 49% | 117% 78% | 118% | 114% | 117% |Net Profit Margin 105%
Leases, Uncapitalized Annual rentals $19.4 mil | 405% [ 490% | 474% | 462% | 487% | 475% | 453% | 455% | 613% | G0 0% | 590% €5 0% |Long-Term Debi Ratio | 54 0%
Pension Liabiity $6 4 mill in 01 vs $7 3 mill in 531% [ 458% | 476% | 489% | 459% | 471% | 492% | 48 3% 387% | 400% | 42.0% | 450% |Common Equity Ratio 46 0%
g& Stock Non 8257 | 11315 [ 11703 [ 12013 [ 13564 | 13884 | 13458 12862 [ 1Y363 | 1825 1890 | 195 Total Caprtal ($mull) 2485
‘ one 12813 | 12974 [ 13503 | 14154 | 14966 | 15340 15989 | 16375 [ 20589 | 2230 | 2400 2600 Net Piant ($mill) 2900
Common Stock 56,313,165 shs 86% | 75% | 82% | 80% | 73% | 76% | 57% T4% | 85% | 60%| 60%| 65% |Return on Total Cap"l 55% ~
MARKET CAP $1 3 billion (Mid Cap) 104% | 110% | 121% | 117% | 110% [ 111% | 71% | 102% 123% | 140% | 140% | 140% |Return on Shr' Equity 120% ;
| CURRENT POSITION 2000 " 2 | 108% | 115% | 125% | 121% | 11.3% | 123% | 79% | 115% | 123% | 140% | 140% | 140% |Relurn on Comh Equi 120%
! 2001  9/30/0: quity
) e s(fs1M/I\LL)2 ) 4% | 30% | 46% | 38% | 32% | 44% | NMF 32% | 42% | 55% | 55%| 65% Retained to Com Eq 60%
' Ghsh Assets Y 28 saaa| B 7% 6% | 7% | 7w | een | t01% | 70% 85% | 59% | 61%| 55% |AlIDwdsto Net Prof 51%
i Current Assets 997 2174 3509 | BUSINESS AGL Resources, Inc s a holding company Its princi-  Natural Gas Services markels natural gas at rétal Acquired Vir-
! chtsoPayable 340 B2 4 365 pal subsidiary 1s Atlanta Gas Light Co, a regulated distnbutor of ginia Natural Gas, 10/00 Sold Utilipro, 3/01 Has about 1,938 em-
. Otehesr ue 12; g ?gg g ggg g natural gas to more than 1 8 million customers 1n Georgia, pnmarily ployees Officers/directors own less than 1 0% of !outstandmg com-
' Current Liab 7848 E86E a4 Atlanta, Virginia, and in southern Tennessee Also engaged in non- mon shares (1/02 Proxy) President & CEO Paula Rospot In
) Fix Chg Cov 239%  241%  p45% regulated natural gas marketing and other, allied services Also  comorated Georgia Address 303 Peachlree St,!NE,Atlama, GA
| ANNUAL RATES Pact Past Esid'95.01 wholz?sales anvd retalls propane Nonregulated subsidianes Georgia ﬁ30308 Telephone 404-584-9470 Internet www aglresources com
! of change {persh) 10 Yrs 5Yrs 00608 | We look for modest earnings growth ‘southeastern US It has agreed to buy
ﬁg;’seﬁt;:?gw" gg;/o :?55:/6 3?;7‘ from AGL Resources this’ year . The Dynergy's 20% stake in the | entity for
’ Earnings 20% -10% 50% | company is coming off a strong perform- around $20 million The deal, pending
! Dvidends 10% 05% Ni| ance 1n 2002, as it earned $182 a share, "Georgia regulatory approval, |would 1n-
‘ Book Value 25% 25% 60% | compared to $150 a share in 2001 (Note crease AGL’s ownershup to about 70%
Qggarll QUARTERLY REVENUES (smill) o | Full | AGL changed its fiscal year to a calendar- AGL Resources recently launched an
K Ends [Dec3t Mar31 Jun30 Sep3o| SS?| year basis 1n 2002) Its core utiity equuty offering. In February, the compa-
. 2000 11823 1601 1318 1332 16074 businesses in Georgia, Tennessee, and Vir- ny completed the sale of 644 million
. 2001 2948 3506 1757 2282 |i0493 giua fueled the advance Earnings were shares of common stock at a price of $22
Mar31 Jun30 Sep30 Dec 31 Lifted by reduced payroll and benefit ex. per share It raised net proceeds of approx-
2002 11734 2551 1907 2497 | 8889 penses, decreases in bad debt, and lower imately $137 milhon, which w1llibe used to
2003 (195 280  215- 285 | 975 depreciation Also, operating margins im- repay short-term debt and for general cor-
2004 1220 305 230 295 |1050 proved due to AGL’s successful pipeline re- porate purposes The 1ssuance also assists
. FJ:‘;?' EARNINGS PER SHARE A B ful | placement program at the Georgia utility, the company’s efforts to reduce financial
' Ends |Dec31 Mar31 Jun30 Sep30| U352 2 beneficial weather normahzation pro- leverage |
: 2000 30 41 % 32 | 129] gram at the Virgima distributor, as well as This issue is a good-quality income
2001 41 83 17 09 | 150| customer growth at the Virgimia and Ten- stock. It offers an adequate dividend v1eld
2002 Maréig Jun230 Sep 30 Dec 31 nessee utilities ) and has provided a high levell of share-
2005 % 2; ;‘77 5 | 182| The company’s nonutility businesses ‘price stability over the past decade Most
5004 4 A gg ;gg should provide a larger contribution of the companys profifs contiiue to be
to earnings in 2003 These operations derived from utility operations, which are
]jl- QUARTERLY DIVIDENDS PAID Cx ;:uq generated about 13% of AGL’s earnings less volatile than nonutihity activity earn-
‘ endar |Mar31 Jun30 Sep30 Dec3s| Year | before interest and taxes last year Its en- ings  Still, 1t 15 worth mentioning that
| 1993 | 27 27 27 27 108 | ergy trading unit, Sequent, has capitalized AGL's nonregulated enterprises, though
ggg? 27 27 27 27 108 on signmificant weather- and supply-related small, are boosting earnings at a time
S0 g; s; 37 27 108} price volatihty Meantime, the company 1s  when many energy traders and marketers
2003 | 57 7 27 108 | 1n the process of expanding 1ts interest in  are recording lower profits or losses - .
i Ao SouthStar, a natural gas marketer 1n the Michael P Maloney March 21, 2003 @ T
X scal year ends December 31t 7 ; 0 : ; - -
; ﬁeglember 30th prior o gons (rs) Suluﬁanddsgm- gg :g (%5) Sgg %?\'ndigﬁfgnggimogoinsga]r?' 1\51):13 rférll;/gs’grpsl?n svaxﬁble (0} In milirons, ag- Comp'any s Financial Strength B+
. g5 per share Next 8amings report due late | Goes ex mid-May Approx div'd yl s ock sl Pres G onice Stabily | s
t‘ a 2:)o§xf/| Inurirecumng gains (losses) '8, dates March 1 Junem1p Sept 1 Sggn;erl Dw'd Sglce Grogtthe!rsl;slt?ce : 22
, Value Line Publsh ' : . rnings Predictabil;
o Sy B L S et s s 0 e 1 o o st oy s
- S 1 " [ ' =
. Ty ba ror °ed or ransimeted 0 any prted or ot o o use o Ganeraing o et sy e et el use Mo por BiF
|



4.3%

PIE Tralling 13 7Y |RELATIVE Div'o
ReTI0 13,8(Medlan 140) PIE RATIO 0-82’YLD

AGL RESOURCES nyse.us mee 26,16

| meLNess 3 s | Hon | (93] 20T toaT ol Bol 418 @l aeT wa] aas] 7o HE Taret P Fangs
RS E SAFETY 2 New 7127120 EG%TSD xs Owidends p sh i 84
ﬁ-@ TECHNICAL 3 Lowered 4413 shnce by rerest R N Docket No 04-00034 | _ ;5
; BETA 75 (100 = Market) %ftﬂro:‘ssg}ués 12/85 - EXh|b|t CAPD_SB s P fg
K 2006-08 PROJECTIONS Bhodsd ara indic e D | ~ - ki
Price  Gan Angeltz;)éal T R o rect Testlmony‘ B B 3=z %ﬁl
A L B SOOI PRI s e e Appendix -Value Line History , 15
Insider Decrsions page 38 of 40 12
JASOND JFMES | .
WBy 010000000 i i
Opugons 0 0 0 0 0 O O O 0 Fd e ] - . - - —— [ 4]
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1987 | 1988 198911990 | 1991 1992 1993 | 1994 | 1995 | 1996 | 1997 | 1998 [1999 2000 12001 2002 {2003 [ 2004 | © VALUE LINE PUB,, INC [ 06-08
%24) 22971 2163| 2258 | 20026| 2043| 2273 | 2359 | 1932 2191 | 2275 | 23% | 87| 1125 1904] 1532 1770| 1850 |Revenues persh A 204
184 1801 193 204 207 231| 225| 22¢| 233) 249 242| 265| 229 28| 331| 219 335) 360 |“CashFlow”persh |- 395
102 113 95 10 104 113 108 117 133 137 137 14 N 1289 150 i82 190 200 |Eamings per sh A ® 215
0} 8) s4) e8| 102) 103 104| 104| 04| 105| 108| 108| 108] 15| +1o8| +toa| 111 112 |Dw'ds Decld persh Su | 172
S591 2867 265 273 295| 274| 243 237[ 27| 23| 2| 2G| 25| I® T 2mTIm 270 270 |CapT Spending per sh 260
789) 872| 883) 897) 9424 970 90| 1019 1012 | 1056 | 10909 | 1142 | 1159 | 1150 | 1210| 1252 1455 | 1580 |Book Value per sh 1955
S748| 42471 4340| H4T2[ 4757 4863| 4972 | 5086 5502 | 5570 | 660 | 5730 | 570 GA00 ST 0 6350 | 6350 Common Shs Outstg 5| 6500
NSy WALT7 T2 83] 155 178] 151 126 8| 7| 139 T4 35T e i7E 8oid iglres are | Avg Ann'l FIE Ratio 50
T7( 92i 104 105| 98| 94 106 99! 34| 8| 8 2] 12| @ 75| 68! Valellme | |Relatve P/E Ratio 100
68% | 71%| 72% | 68% | 64% | 59%| 54% | 59% | 62% | 56% | 54% | 55% | 550, 62% | 49% ) 47% |  *"FS 1 Avg Ann) Divd Yield 37%
CAPITAL STRUCTURE as of 3/31/03 11303 | 11938 | 10830 | 12202 | 12875 [ 13385 | 10585 | 6074 | 10493 | 8889 | 1125 1175 | Revenues (Smull) A 1325
Total Debt 1159 7 mdl Due in 5 Yrs 504 1 mul ST5) 8321 743 756) 766 | 806 521 711 823 1030] 120] 130 |Net Profit (Smull) . 144
LTDebt $9929 mil ~ LT Interest $65 0 mil 929% | 352% | 369 | SBO% [ 379% [25% | 331% |343% | 407% | F0% | 3 0% | 3507 [Income Tax Rate 36 0%
(inc_$227 3 millon n tuistpreterred secuntes) SI%| 53% | 70% | 8% | 59% | 60% | 49% | 117% | 78% | 115% | 105% | 109% Net Proft Marg 107%

(Total interest coverage 2 8x) — = — =
Leases, Uncapitalized Annual rentals $29 1 mul 405% | 490% | d74% | 452% [ 487% | 47 5% | 453% | 45 9% 613% | 583% | 530% | 510% Long-Term Debt Ratio 50 0%

Pension Assets-12/02 $207 8 mill Obiig $290 531% | 458% | 475% | 489% | 459% | 47 1% 492% [483% | 387% | 417% | 470% | 490% |Common Equity Ratio 50 0%

mill 9257 | 11315 [ 11703 [ 12013 [ 13564 | 13884 | 13458 | 12852 | 17363 170423 | 1965 2045 |Total Capital ($rull) 2560

Ptd Stock None . 12813 | 12974 | 13503 | 14154 | 14966 | 15340 | 15989 | 16375 | 20589 | 21942 | 2400 | 2600 |Net Plant (Smill - 2900

Common Stock 53,342,854 shs 86% | 75% | 82% | 80% | 73% T6% | 57% | 74% | 65% | 81% | 60% 65% [Return on Total Cap’l 55%

T MARKET CAP $17 biliion (Mtd Cap) 104% § 110% 1 121% [ 117% | 110% { 111% | 71% | 102% | 123% ] 145% | 125% 125% |Returnon Shr Equity | 110%
S CURRENT POSITION _ 2001 2002 3/31/03 | 108% [ 113% | 125% | 121% | 113% | 123% | 79% | 415% | 123% 145% | 145% | 125% |Return on Com Equity - | 110%
e SMiLL) . - % 30% | 46% ( 38% | 3% | 44% | NMF | 32% | 42% 70% | 50% | 55% [Retaned to Com Eq 55%
Sash Assets il B8 ooa 2t osh | 5% | 6% | Ti% | 7% | 4% | 101% | 7% | 6o 52% | 58% | 56% |AlDwv'dstoNetProf |~ 52%

Current Assets 2174 5864 7205 | BUSINESS AGL Resources, Inc 15 a public utity holding compa-  Nonregulated subsidranes. Georgia Natural Gas Services markets

Accts Payable ¢ 824 911 5758 | ny Its distnbution subsidianes 15 Aflanta Gas Ught, Chattancoga  natural gas at retai! Acquired” Virgiia Natural Gas, 10/00 Sold

B?ﬁéroue ?ggg gég? ;gg? Gas, and Virginia Natural Gas The utilties have around 2 million Utlipro, 3/01 Cficers/durectors own 1 5% of outsianding comman

Cutrent Liab 5866 70158 599 g | Customers in Georgia, bnmarly Atlanta, Virginia, and in seuthern shares (303 Proxy) President & CEQ Paula Rospot  In-

Fix Chg Cov 241%  24p%  2as5% Tennessee Also engaged in nonregulated natural gas marketing  corporated Georgia Address 303 Peachtree St, NE, Allanta, GA

and other, allied services Also wholesales and refalls prepane 30308 Telephone 404 584-9470" Internel www aglresources com

ANNUAL RATES Past Past Est'd '00-'02
of change (persh) 10 Yrs 5¥rs 100608 | Strong first-quarter operating results 1ts distribution businesses, and 1s making

Revenues 30%  65% 30% | have put AGL Resources well on track some headway with'its nonutiity activ-
Ecara:ﬂé'sl"w ig;:; gg%‘: g‘géz for moderate earnings growth in 2003. 1ties |

Dividends 05% 05% Nit | Share net was $0 98 during the March 1n- The company 1s making use of an in-
Book Value 25% 25% 60% terval, or 10% ahead of the respectable crease in cash flow. Cash inflow rose

fyscal | QUARTERLYREVENUES (Smif)2 | Full | $0 89 a share the company earned a year significantly in the first quarter, following
gear 1ec 3 Mard! Jun 30 Sep30| FS¥ earher In general, AGL’s gas distnbution strong net profits and an equity 1ssuance
2000 11823 1601 1318 1332 | 6074 | Operations benefited from colder tempera- of 6 44 mullion common shares in Febru-
2001 12948 3506 1757 2282 {10493 | tures this past winter, which increased ary Consequently, AGL utihized a portion
" [Mar31 Jun30 Sep30 Dec3t demand for natural gas for heating .pur- of the cash to pay down debt and increasé
2002 12693 1592 1907 2497 | 8689 | poses AGL's Virgima subsidiary, Virgima® the dividend In the| March period, total
2003 13514 290 215 2686 (1125 | Natural Gas, was the primary driver for debt fell $253 1 mallion, which helps to 1m-
2004 1330 320 230 295 |1175 the' earnings advance 1n the utility seg- prove the balance sheet and trim interest
F\l(scal EARNINGS PER SHARE A8 Full 1 ment The subsidiary enjoyed higher mar- expense Meanwhile, the company an-
Ends |Dec31 Mar31 Jun3o Sep 30| fyscal gins largely due to a weather noxmaliza- nounced n Apnl a 30 0l-a-share rise in
2000 30 PR 26 2 1 1291 tion adjustment clause that went mnto ef the quarterly dividend to $0 28

2001 4 83 17 09 | 150 fect last December ' Meanwhile, AGLs This issue 15 a good-quality income
Mar31 Jun30 Sep 30 Dec 3t Wholesdle Services unit provided a boost stock It offers an adequate dividend yield
2002 89 21 17 55 | 182 to profits, hfted by an increase in gas price and has provided a high level of share-
2003 8 2 20 47| 19 volatility onset by colder temperatures and price stability over the past decade The
2004 9% ___30 20 55|20 reduced storage levels . company continues to derive more than
Cai- QUARTERLY DIVIDENDS PAID Ca Full | We have tweaked ypward our annual 90% of profits from its utilities, which are
endar |Mar31 Jun30 Sep30 Dec3i| Year | share-net estimates for AGL Re- less volatile than nonutihity -earmings In-
1989 | 27 27 27 27 108 ( sources, based on performance in the vestors should note that the share price 1s
2000 | 27 27 27 27 108 | March period We now look for the compa- up about 19% since our March report We
2001 | 27 27 27 27 1081 ny to earn $1 90 a share and $2 09 a share beleve that further share-price gains are
2002 | 27 27 27 27 108 | for full-year 2003 and 2004, respectively quite limited

2003 | 27 28 AGL continues to make improvements 1n Michael P Maloney | June 20, 2003
(A) Fiscal year ends December 315t Ended $0 15, '95, d$0 83, '99, $0 39, '00, $0 13, 'O+ | reinvest plan avaitable (D) in mullions, ad- Company’s Financial Strength B++
September 30th prior to 2002 (B) Diluted eam- | $0 13 (C) Next dividend meeting in early Aug | justed for stock spltt Stock’s Price Stability 100
INgs per share Next earnings report due late | Goes ex mid-Aug Approx- divd payment. Price Growth Persistence .20
Jul Excl nonrecurnng gains {losses) '88, dates March 1, June 1, Sept 1, Dec 1 = Dv'd Earnings Predictabil 65

© 2003, Value Line Publistung, Inc Al nghis reserved Faciual matenal i oblamed from sources beligved 10 be reliable and 15 piovidad without warranbies of any kind B
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSICNS HEREIN This publication i5 strctly for subscnber's own non-commercial internal use No part
of it may be reproduced resold, stored or transmitted in anypnnted electronic or other form or used for generaling or marheting any pnnled or elect.ome puohcauen service or product
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ONDUJFMAMUL, L7 | a
By 0 0000000 0| |
Qpbons 0 0 0 0 0 0 O 2 O |4 N 6
toSel 0 00010000]|%; % TOT RETURN 8/03
Institutional Decisions ; THIS VL ARMTH
000 10200 2000 | percent & a Wik STOCK  INoex
we 3 % Blshees 4 T T T sy w3 e [
H5(000) 28832 34881 35689 Dottaseaad et Dyt DT T e T T T TR Syr 857 779
1987119881989 1990 (1991119921993 [ 1994 | 1995 [ 1996 | 1997 | 1998 | 1999 2000 | 2001 | 2002 {2003 | 2004 | ©VALUE LINE PUB, INC |06 08
2624| 2297] 2163 | 2238| 2026 | 2043| 2273 | 2359 | 1932 219t | 2275 23 36 1871 ) 1125 1904 | 1532| 1535| 1615 |Revenues persh A 1845
184 190 133 204 207 2% 225 224 233 249 242 265 229 286 33 339 345 370 * Cash Flow’ persh 405
102 113 95 101 104 113 108 117 133 137 137 141 91 129 150 : 82 200 210 |Earnings persh A8 225
80 88 94 38 102 103 104 104 104 106 108 108 108 108 108 108 111 112 |Div'ds Decl'd per sh Ca 112
359 286 285 273 295 274 249 237 217 237 259 205 251 292 283 330 270 270 |Cap'l Spending per sh 260
789 872 883 897 942 970 990 | 1019 ] 1012) 1056 ) 1099 | 1142 | 1159 | 1150 | 1219} 1252 1455| 1590 |Book Value per sh 1950
3748 4247 4340[ 4432 4757 d869| 4972 | 50361 5502 | 5570 | 5660 | 5730 | 57101 5400 5510 | 5670 | 6350 6350 [Common Shs Quistg P | 6500
115 11 137 142 153 155 179 151 125 138 147 139 214 126 146 125 | Boid figpres are |Avg Ann'l PIE Ratio 150
77 92 104 105 98 94 106 39 84 86 85 72 122 88 75 68 Valug| Line Relative P/E Ratio 100
B8 7T1%| 7T2%| B8% | 64% | S9% | 54% | 59% | 62% | 56% | 54% | 55% | 55% | 62% | 49% | 47% | T avg Ann'l Div'd Yield 33%
CAPITAL STRUCTURE as of 6/30/03 11303 | 11999 | 10630 | 12202 | 12876 | 13386 | 10686 | 6074 | 10493 | 8639 9751 1025 |Revenues ($mill) A 1200
Total Debt 1167 9 mil Due in 5 Yrs 504 1 ml §75| 832 743| 756| 766 806 | 21| 71| 23| 1030] 125| 135 |NetProht(smi) 150
L'T D;gtgg%cs 1” mill \ LIT Int;!reSIdSGOOTT“" 329% | 352% [ 369% [ 385% | 379% [ 325% | 331% | 343% | 407% | 360% | 360% | 360% |Income Tax Rate 360%
e nerest coverage 2 o) e S1% | S3% | 70% | 62% | 59% [ 60% | 4% |117% | 78% | 119% | 126% | 130% |Net Profit Margn 123%
Leases, Uncapitalized Annual rentals $29 1 mil | 405% | 490% | 474% | 462% [ 487% | 475% | 453% | 45 0% | 613% | 583% | 500% | 480% |Long Term Debt Ralio | 48 0%
Pension Assets 12/02 $207 8 mill Oblig $290 53 1% | 458% | 476% | 489% | d459% | 47 1% | 492% | 483% | 387% | 417% | 500% | 520% |Common Equity Ratio 520%
mill 9257 | 11315 | 11703 | 12013 | 13564 | 13884 | 13458 [ 12862 | 17363 | 1704 3 1850 | 1935 |Total Capital ($mill) 2440
Ptd Stack None 12812 112974 | 13503 | 14154 | 14966 | 15340 | 15989 | 16375 | 20589 | 21942 | 2400 | 2600 |Net Plant (smill) 2900
Common Stock 63 731 156 shs 86% | 75% | 82% | 80% | 73% | 76% | 57% | 74% | 65% | 81% | 70% | 70% |Retumon Totl Capl | 60%
MARKET CAP $1 8 billion (Mid Cap) 104% | 110% | 121% | 1,7% | 110% | 111% | 71% | 102% | 123% | 145% | 135% | 130% |Return on Shr Equity 115%
CURRENT POSITION 2001 2002 /3003 | 108% | 113% | 125% | 121% | 113% | 123% | 79% | 115% | 123% | 145% | 135% | 130% |Return on Com Equty | 115%
(SMILL) % | 30% | 48% | 38% | 32% | 24% [ NMF [ 32% 42% | 70% | 55% | 60% |Retaned to Com Eq 60%
Sash Assets 2138 B8 533 % | s | 6% | 7in| 7% | 6% | 10%% | 72% | 6% | S2% | se% | 53% Al Dwds to Net Prof 49%
Current Assets 2174 5864 5167 | BUSINESS AGL Resources, Inc 1s a public utibty holding compa  Nonregulated subsidianes Georgia Natural Gas Services markets
Accts Payable 824 911 3871 | ny Hts distnbution subsidianies s Atlanta Gas Light Chatianooga natural gas at retal Acquired Virginia Natural Gas 10/00 Sold
B?r?érDue ?ggg ;ég? ggsg Gas and Virgimia Natural Gas The utiities have around 2 miion  Utipro 301 Officers/directors own 15% of outstanding common
Current Liab SS6E 10158 HOoE | customers in Georgia pnmarily Atlanta Virginia and In southem  shares (3/03 Proxv) President & CEQ Paula Rospol Incorporaled
Fix Chg Cov 241%  242%  245% Tennessee Also engaged i nonregulated natural gas marketing Georgia Addr_ess 303 Peachiree St NE Atlanta GA 30308 Tel
and other allled services Also wholesales and retails propane ephone 404 584 9470 Internet www aglresources com
ANNUAL RATES  Past Past Estd’'00-02
of change {persh) 10 Yrs §yrs 100608 { AGL Resources’ share price 1s reach- greater physical volume Improvements
Hg"e{,"ﬁsw- 3833 §5% 30% | ing new highs, on a spht-adjusted basis from utihity operations are likely to be less
E;,fmgs(’ ioo//: ggnz gg;,_:; Too, the recent price of $28 marked a 7% profound in the near term, however, as
Dwidends 05% 05% Ny | advance from our previous report in June customer growth 1s offset somewhat by -
Book Value 25% 25% 60% | The share-price advance has been dnven creased bad debt expense
Fiscal | QUARTERLY REVENUES(§millja [ Ful | by sound company fundamentals On top AGL Resources has refinanced some
g:g; Dec3t Mar31 Jun30 Sep3o F\;ggﬁ' of dividend tax cuts and the low interest- of its exaisting debt, i order to take ad-
2000 1823 1601 1318 1332 | eo74 | rate environment, which make income vantage of low interest rates It recently
200t |2948 3506 1757 2982 |10492 | stocks more attractive, AGL raised the 1ssued $225 million of semior notes at
Mar31 Jun30 Sep30 Dec 31 quarterly dividend by a penny in the sec- 4 45%, compared to the average rate on
2002|2693 1502 1907 2497 | 8683 | ond quarter Meanwhile, earmings have the company’s debt of 7 2% Net proceeds
2003 13514 1866 165 272 | 975 | been strong, as share net of $029 last of the offering were used to pay down ap-
2004 1330 220 180 295 |1025 | quarter was ahead of our expectations and proxamately $110 million 1n short-term ob-
FY'SCE' EARNINGS PER SHARE A 8 Full | 38% ahead of the year-ago figure hgations and $65 million 1n higher-coupon
Ends |Dec31 Mar31 Jun30 Sep30| 3! We are raising both our share-net es- long-term debt The remainder will be
2000 30 41 26 32 129| timates for this year and next by a wused for general corporate purposes Also,
2001 41 83 17 09 [ 150| dzme We now look for EPS to be $200 the company completed a $100 maillion
Mar31 Jun 30 Sep 30 Dec 31 and $2 10 in 2003 and 2004, respectively fixed-to-floating interest-rate swap, which,
2002 89 21 17 55 | 18 The changes come on the heels of better- brings AGL near to its targeted debt mux
2003 | 9% 29 25 48| 200| than-anticipated performance 1n the June of 70% fived- and 30% floating-rate debt
2004 95 35 25 55| 210] quarter, particularly from nonregulated This 1ssue 1s a good-quality income
Cal- | QUARTERLY DVIDENDSPAIDGe | ruji | activities AGL managed to generate EBIT stock It offers an adequate dividend yield
endar [Mar31 Jun30 Sep30 Dec3t| Year | of $6 6 million from the Energy Invest- and has provided share-price stabihty over
1998 | 27 27 27 27 108 | ments umt, and EBIT of $0 3 mallion from the past decade Investors should note
2000 | 27 27 27 27 108 | the Wholesale Services division, compared that the run-up 1n price this year, how-
2001 | 27 27 27 27 108 to multimulhion dollar losses in both unmits ever, makes the stock vulnerable 1n the
2002 | 27 27 27 27 108| a year ago These positive trends should event of any operational disappointments:
2003 | 27 28 28 continue as a result of higher margins and Michael P Maloney September 19, 2003
(A) Fiscal year ands December 31sl Ended | $0 15 95, d$0 83, 99, 5039 00 $0 13 01 plan available (D) in milons adjusted for Company s Financial Strength B4+
September 30th prior 1o 2002 (B) Diluted eamn | $0 13 (C) Dividends historically paid early stock split Stock’s Price Stabtiity 100
Ings per share Next sarnings report due late | March June Sept and Dec = Divd reinvest . Price Growth Persistence 30
Oct Excl nonrecurnng gains (losses) 88 . Earnings Predictabiiity 65
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1987 1988|1989 1990 | 19911992 1993 [ 1994 | 1995 | 1996 | 1997 | 1998 1999 |2000 [2001 [ 2002 [ 2003 | 2004 | © VALUE LINEPUB, INC | 06-08 ;;
2624 | 2297 21637 2258 | 20261 2043| 2273| 2359| 1932 2191 | 275 23 36 1871 1125 1904 1532 1510| 1590 |Revenues per sh A 1845 ,
184 190 193 204 207 231 225 224 233 248 242 265 229 286 33 339 345 365 |“Cash Flow' per sh 405 |
102 113 95 101 104 113 108 i17 133 137 137 141 91 129 150 182 200 210 |Earnings per sh A B 225 ‘ !
80 88 94 98 102 103 104 104 104 106 108 108 108 108 108 108 111 112 |Div'ds Decl'd per sh Cs 112 1 ;
359 286 265 27 295 274 249 237 217 237 259 205 251 292 283 330 265 265 |Cap'l Spending per sh 260 R
789 872 883 397 942 970 990 10197 1012 ] 1056 | 1099 | 1142 | 1159 | 1150 1219 1252 1435] 1565 Book Value per sh 1950 1
3748 4247 4340| 4432 4757 4B69| 4972 | 5086 | 5502 | 5570 | 5660 | 5730 5710 | 5400 | 5510 5670 | 6450 6450 |Common Shs Outstg O| 6500 !'u
s 114 137 142 153 155 179 151 126 138 i47 139 214 136 146 1235 | Bold figlres are [Avg Ann'} PIE Ratio 150 lf‘
77 92 104 105 98 94 106 99 84 86 85 72 122 88 75 68 Value|Line Relative P/E Ratio 100 ! N‘
68% | 71%| T2%| 68% | 64% | 59%| 54% | 59% | 62% | 56% | 54% | 55% | 55% | 62% | 49% | 47% | P |avg Annl Div d Yield 33% jld
CAPITAL STRUCTURE as of 9/30/03 * 11303 | 11999 | 40630 | 12202 | 12876 | 13386 | 10686 | 6074 | 10403 | 8689 975 | 1025 [Revenues ($mill) A 1200 ]ll'wL
Totai Debt 1257 4 mil  Due in 5 Yrs 504 1 mil 75| 832) 743| 756 | 766) 806 | 521 | 741, 83| 1030 125 135 |Net Proft (Smil) 150 i
i Deniotido2mil LT interest 65 0 mil 329% | 352% | 56 9% | 0B6% | 37 %% | 325% | 33 1% | 340% | 407% | 360% | 360% | 36 0% |Income Tax Rate 3 0%
(r{‘;af;?ntergs'{"cé“’,’;r';‘;:’sz‘ g;)e'e”‘*d securtties) Si%| 53% | 70% | 62% | 59% | 60% | 49% | 117% | 78% | 119% | 129% | 13 1% |Net Proft Margm 123%
Leases, Uncapitalized Annual rentals 529 1 mil | 905% | 430% | 474% [ 462% | 487% | 47 5% | 450% [ 459% | 614% | 8 3% | 530% | 510% |Long Term DebtRatio | 51 0%
Pension Assets 12/02 $207 8 mil Obhig $290 531% | 458% | 476% | 489% | 459% | 471% | 492% | 483% | 387% | 417%. | 470% | 490% [Commen Equity Ratio 49 0%
X mill 9257 | 11315 | 11703 {12013 | 13564 | 13884 | 13458 [ 12862 ) 17363 | 1704 3 1975 | 1960 | Total Capital ($mll) 2265 ,‘
. Ptd Stock None 12813 | 12674 | 13503 | 14154 | 14966 | 15340 | 15089 | 16375 | 20589 | 21942 | 2400 | 2600 |Net Prant (smill) 2900 b
f"i » Common Stock 64 266 376 shs 86% | 75% | 82% | 8 0°/la 7 :/o 7 6;7(: 57% 7 4% 65"/7 81% | 65% | &5% |Return on Total Cap'l §0% ;4
AL MARKET CAP $19 bilfion (Mid Cap) 104% ) 10% | 121% [ 117% { 110% | 111% [~71% | 102% | 123% | 145% | 135% | 135% [Return on Shr Equity I 115% ‘,|‘
CURRENT POSITION 2001 2002 /30/03 | 108% | 113% [1125% | 121% | 113% | 123% | 79% | 115% | 123% | 145% | 135% | 135% |Return on Com Equty | 115% ;
| (SMILL ) 4% | 30% | 46% | 38% | 32% | 44% | NMF [ 32% 42% ) 70% | 60% | 60% |Retained lo Com Eq 6 0% 1
\i gtaﬁgrAssets 2132 5738 55(1)g. 96% 75% 66% 1% 74% 64% | 101% 2% 85% 52% 57% 54% [All Div'ds to Net Prof 49% I } !
, Current Assets 2174 5864 5512 | BUSINESS AGL Resources Inc Is a public utiity holding compa  Nonregulated subsidianes Georgia Natural Gas Services markets L q
. Accts Payable 824 911 2985 | ny Iis distnbution subsidianes are Atlanta Gas Light Chattancoga natural gas at retal Acquired Virgima Natural Gas 10/00 Sold o
l gﬁs’éroue ?‘;gé gég? ;gg% Gas, and Virginia Natural Gas The utiites have around 2 milion  Utilpro 3/01 Officers/directors own 1 5% of outstanding comnion :1 !
[ Current Liab 5866 710158 7150 | cusiomers in Georgia primanly Aflanta Virginia and in southern  shares (3/03 Proxy) Presiaent & CEO Paula Rospot Incorporated K '
Fix Chg Cov 241%  242%  245% Tennessee Alsa engaged in nonreguiated natural gas marketing Georgia Address 303 Peachtree St NE  Atlanta GA 30308 Tel bl
ANNUAL RATES Past Past Esid 00 02 and other allled services Also whoiesales and retals propane  ephone 404 584 9470 Internet www agiresources com :‘J i
of change (per sh) 10 Yrs 5frs 100608 | The share price of AGL Resources been more than offset this year, though, by i r
| Revenues 30%  65%  35% | continues to edge higher The stock has greater EBIT from nonregulated i
| ngnﬁ?,giow 28.{2 gg.{: 229/2 advanced a httle over 2% since our last businesses EBIT from Wholesale Services ‘
i Dividends 5% 5% % | report 1n September, and 1s trading near rose 356% to $21 9 mullion, while EBIT i
Book Value 25% 25% 85% | record highs on a split-adjusted basis The from the Energy Investments umt rose |
] Fiscal | QUARTERLY REVENUES($mil)2 | cuil | gains have been backed by sohd earnings 47% to $26 6 million In 2004, we expect | i
gear Dec3t Mar3! Jun 30 Sep30| 5| and a favorable operating environment earmings to continue to improve from non- o
2000 (1823 1601 1318 1332 | 6074 Share net of $154 for the first mine regulated businesses as AGL further de- ;f ol
i 2001 [2948 3506 1757 2282 (10493 | months of 2003 marked an increase of over velops these relatively new segments for [
: Mar31 Jun 30 Sep30 Dec 31 20% from the prior year Meantime, low the company Also, we anticipate in- ol
2002 12693 1592 1907 2487 | 8689 | interest rates and the government’s move cremental growth from AGL's utility oper- X
2003 13514 1866 1663 2707 | 975 | to lower dividend taxes have added to the ations, following a full year of absorbing .
2004 1330 220 180 295 1025 | appeal of dividend-paying stocks, thus higher overhead costs The segment should o
FYlscal EARNINGS PER SHARE A 8 Lull provaiding added lift to AGL shares benefit from an expanding customer base [ |
| Ends [Dec3t Mar31 Jun30 Sep30| U¥| The near-term earnings picture looks and higher gas usage per customer !
t 2000 30 41 26 32 123] good for AGL Resources We are leav- AGL Resources 1s exiting the retaul b
2001 41 83 17 09 | 150, 1ing our full-year EPS estimates unchanged propane business It agreed to sell its 1n- : [
; Mar31 Jun 30 Sep 30 Dec 31 at $200 and $210 for 2003 and 2004, terest n Hentage Propane Partners for | |
2002 8 A 17 55| 18] respectively The company should reach $29 malhon in a transaction expected to | ¥
2003 | 9B 29 27 46| 200| our 2003 target wath ease, given its earn- close at yearend The move 1s consistent I
. 2004 95 35 25 55| 210 ings strength through the first mine with the company’s goal to shed non- hH
! Cal | QUARTERLYDIVIDENOSPAIDCe | gy | months Iromically, earnings before inter- strategic operations and to bwild its finan- .
endar |Mar31 Jun30 Sep3d Dec3t! Year | est and taxes (EBIT) from AGL’s core gas cal position o
H 1999 | 27 27 27 27 108 | distribution operations are down shightly This is a good-quality income stock It |
| 2000 | 27 27 27 27 108 | this year as a result of greater overhead offers a decent yield with excellent share- K
| 2001 | 27 27 27 27 108| expenses, including higher leasing costs, price stability Investors should note that ol
@ 2002 | 27 27 27 27 108! and increased insurance and benefit costs further share-price gains appear himited Wl
; 2003 | 27 28 28 28 Lower earmings from its gas utiities have Michael P Maloney December 19, 2003 B
! (A) Fiscal year ends December 31st Ended 3015 95 d$063 99 $039 00, $0 12, 01 | stock spitt Company’s Financial Strength B+ # ; |
'I September 30th prior to 2002 (B) Diluted earn | 30 13 (C) Dividends historically paid early Stock s Price Stability 100 0
i ings pershare Next earnings report due late | March June Sept and Dec = Dw'd reinvest Price Growth Persistence 30 “ !
| Jan Excl nonrecurnng gains (losses) 88 plan available (D) In millions adjusted for Earnings Predictabihty '
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